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Mud pies and oil wells have one thing in 
common—mud. 

If Suzy tries to bake her pie, it either gets hard 
or crumbles. The same thing can happen to drill- 
ing muds which are used to lubricate bits and to 
carry away rock cuttings. 

The deeper you drill, the hotter it gets, the 
greater the pressure. Three to four miles down 
into the earth, temperatures often exceed 400°— 
twice that of boiling water. In such heat, drilling 
muds used to break down, solidify. Drilling 
stopped—wells had to be abandoned. 

Mobil scientists worked years on the problem 
—part of the company’s $1.5 million-a-month 
research program. Now the answer—a mud that 
stays muddy at higher temperatures and greater 
pressures than ever before. 

This Mobil Recipe for Mud made it possible 
to complete the world’s deepest well—four and a 
quarter miles, enabling America’s oil men to 
tap heretofore inaccessible petroleum. 

Another example of Mobil’s master touch in 
oil, it helps guarantee you a continuing flow of 
the thousands of petroleum products vital to 
modern living. 

For more information about drilling muds, 
write to Room 2400, Socony Mobil Oil Com- 
pany, 150 E. 42nd St., New York 17, N. Y. 











SOCONY MOBIL OIL CO., INC., 
Leader in lubrication for 91 years 
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Southern California 
Edison Company 


DIVIDENDS 
The Board of Directors has 


authorized the payment of 
the following quarterly divi 
dends 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 

Dividend No. 30 

25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 7 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK 

4.88% SERIES : 
Dividend No. 39 3 
30/2 cents per shore 3 





The above dividends are pay 
able August 31, 1957, to 
stockholders of record Au- 
gust 5. Checks will be mailed 
from the Company's office in 


Lo Angeles, Augu eV, 


P.C. HALE, Treasurer 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 


a cash dividend of 45 cents 
VN per share on the common 
ney? stock of the Company, pay- 
WZ able Sept. 5, 1957, to stock- 
holders of record at close 

of business July 30, 1957 


LOUIS B. GRESHAM, 
July 9, 1957 Secretary 
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CROWN CORK & SEAL 
Eroas) COMPANY, INC. 


PREFERRED DIVIDEND 
The Board of Directors has this day declared 
the Regular Quarterly Dividend of fifty cents 


(50¢) per share on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal Company, Inc 
payable Sept. 16, 1957, to stockholders of record 
at the close of business August 19, 1957 


The transfer books will not be closed. 


Water L. McMANUs, Secretary 


July 19, 19 









Philip Morris Ine. 
acquires 


Milprint, Inc. 


.. significance 
of the move 
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Roland N. Ewens BP 
O. Parker McComas President, Milprint, Inc 


President, Philip Morris Inc. 















. McCOMAS: 


July first the Board of Directors of Philip Morris 
declared effective the acquisition of Milprint, Inc., 
p a leader in the manufacture of flexible packaging. 
new association holds many benefits for all con- 
ed. For one thing, it strengthens Philip Morris’ 
blished leadership in the packaging of tobacco 
duct 
. EWENS: 

nine domestic plants and twenty-three foreign as- 
ates producing a broad range of packaging, and Mil- 
t's over $55,000,000 gross domestic sales last year, 
pre « ware of how fast the packaging industry is grow- 
Ce iainly Milprint can expect to share more fully 
his crowth through association with Philip Morris 
, tho company that gained a 15% increase in sales 
against the cigarette industry average of only 


i-COMAS: 


oth Philip Morris and Milprint are pioneers. 
orris recently introduced the “snap-open” pack 
crush-proof, flip-top box. Launching and dis- 
five major brands of cigarettes in new pack- 
during a single year, strengthened our conviction 
packaging is an important factor in increasing the 
of our products. Milprint’s long and seasoned ex- 
ence in packaging will be invaluable to Philip 
ris Inc. 


4 


. EWENS: 


MS @rint pioneered the development of the flexographic 
SBmnod of printing on cellophane, and a successful 
od of printing on polyethylene. Among Milprint’s 
0 valued customers are many top names in the food, 
ectionery, soft goods, hardware, and chain store 
stries. We will be able to serve these customers, and 
ones, even better because they will benefit from the 





planned expansion and integration as well as the exhaus- 
tive studies and research that Philip Morris and Milprint 
continue to pursue. 


MR. McCOMAS: 


When many present considerations are resolved, Philip 
Morris may be one of these new customers for Milprint, 
since such integration is one of the purposes of our new 
association. However, there will be no change in Philip 
Morris purchasing policies as related to present suppliers. 
MR. EWENS: 

It is apparent that each company can make profitable 
contributions to the other. In recent years, companies 
in many varied fields have progressed considerably 
through a wise program of diversification. 

MR. McCOMAS: 

Packaging is one of the many lines of endeavor the 
tobacco industry embraces. Philip Morris management 
continues to study avenues along which the company 
might further profitably diversify. 





Philip Morris Incorporated 
and Consolidated Subsidiaries 


Statement of Income for the 
6 months’ period ended June 30 








1957 1956 

(includes Milprint, Inc.) Ome 
Net Sales $202,844,460 $154,261,989 
Provision for 
Federal Income Taxes 7,674,000 6,144,000 
Net Income 7,059,447 5,807,038 
Earned per Share $2.00 $1.83 
Number of Shares 
Outstanding 3,269,477 2,887,233 
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An intrstng 
exprmnt 
in spch 


How your words might be 
compressed into “shorthand” sound 


waves for telephone transmission 


Any time we can speed your voice from telephone 
to telephone with less equipment you're bound to benefit. 


One possible way to do this is by a new transmission 
method which Bell Telephone Laboratories scientists are 
exploring. You might call it “electronic shorthand.” 


Actually, it’s a method by which samples are snipped 
off a speech sound—just enough to identify it—and sent 
by telephone to a receiver that rebuilds the original 


sound. 


The two charts on the right show how this can be 


ss 


done even with a short sound like “or. 


Our scientists are putting further research into this 
idea, which could mean not only improved service but a 
more economical use of lines as well. Voices could be 
sent by fewer electrical signals. And more voices could 
be sent over each wire. 


It’s exploring and developing like this that make 
telephone service the bargain it is. 


Working together to bring people together oN’ 
BELL TELEPHONE SYSTEM 






















AT 

, ti-t: 
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doe 
YOUR EAR IS OUR CUSTOMER. Bell Laboratories scientist ha 
Homer W. Dudley, who originated the “electronic short- §Poy 
hand” method of sending speech, studies wave patterns le a 






















made by sounds as you would ordinarily hear them over @ sor 
the telephone. To get these sounds from mouth to ear by fe 
telephone as quickly and efficiently as possible is our 
fundamental job. 


THIS IS THE SOUND “OR.” Chart shows how the oscillo- 
scope records vibrations of the sound “or.” Vibrations 
originate in puffs of air from the larynx when a word is 
spoken. Electronic machines don’t really need all these 
vibrations to recognize the particular sound. 





THIS IS ELECTRONIC SHORTHAND OF THE SOUND “OR.” 
One “pitch period” in three (as against all nine shown 
in uppe: chart) has been selected for transmission. With 





unis system, three times as many voices could theoreti- 7 
cally travel over the same pair of wires and be rebuilt 8 
into the total original sounds. — 
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AT'S GOING ON?... The speed with which one 
ti-trust suit after another is being brought against 
great companies is very disconcerting—coming as 
does at a time when the high level of prosperity 
have been enjoying is faltering. Yesterday it was 
Pont and General Motors; today it is Union Car- 
le and El Paso Natural Gas—and tomorrow it may 
them over §@ some other major industrial company. How far 
epee | situation can go, however, may depend on the 
ble is our €nate Anti-Monopoly Committee which is now tak- 
another look at “administered prices” (which 
ers to the establishing of prices by individual 
panies within an industry). 

n this area Congress might develop much of inter- 
—now that they have called Mr. Blough of U.S 
el Corp. And, since steel is the classic pace- 
ter, when they get through, they will have spread 
the record the whole basic principle of “adminis- 
ed prices” and will have established the fact that 
re is no simple remedy. 

fter listening to five leading economists, the 
ate Anti-Monopoly Committee will take another 
k—for “administered prices” which sounded like 
economic dragon spoiling 
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7 + Our 50th Year of Service 


- 1957 


The Trend of Events 


ble as a result of the broad expansion of business and 
the ramifications of industry-wide labor agreements. 
For, as Dr. Nourse stated, wages as well as prices 
are in the “administered” zone and one is no more 
monopolistic than the other since there is bigness 
in both industry and in labor. 

The injection of the labor factor into the situation 
has relegated the hearing to academic study, which 
will put certain facts on the record, but will not 
employ those facts in a manner that is going to cost 
votes—in recognition of the truth that if they open 
up one side of it—the industrial aspect—they must 
open up the labor aspect . . . and they are not going 
to do that. 

The principal service rendered by the Committee 
will deal with the area of prices, in the hope that 
Congress may develop something useful—but with 
nobody or no economic institution on trial. By the 
time they are finished the Committee finally will 
have established the fact that there is no simple 
answer, short of complete Government control. 
Of course, they won’t reach for Government control 
because of the NRA failure, which was tried before. 

No one would stand for it any- 





be slain turns out to be 
ething of a tame cat which, 

better or for worse, has 
ached itself to the economic 
sehold and manages to get 
ng with little or no atten- 
n. The Senate Committee is 
ected to adopt the thinking 
ressed by Dr. John K. Gal- 
ith of Harvard that eco- 
ic concentration is inevita- 
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ne shown 
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regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


way. 

The cure might be worse 
than the disease. So the Com- 
mittee will be content to eval- 
uate the situation, test its 
spread, assay its degree of 
danger, then see if they can 
find a solution which would end 
the wage-price spiral while 
still maintaining the free en- 
terprise system intact. 
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As Y9 See Jt! 


By DR. HOLLINGTON K. TO! 


RED CHINA AND THE WEST 


A great illusion is being sold to the Free World. 
That illusion is that it is possible for the Free World 
and the Communist world to live side-by-side in 
amity and mutual cooperation. One of the forms 
which this illusion takes is that Red Russia and 
Red China can live with the Free World in peaceful 
coexistence. 

It requires little analysis to realize the absurdity 
of such a proposal. It is the imperative of Com- 
munism that it must be an expansive force. It cannot 
confine itself to one nation, and find a modus vivendi 
with a hostile world. Communism must either wage 
an aggressive drive against the non-Communist 
world, or it will wither and die. 

Since the Bolsheviks seized Russia in 1917, they 
have extended their Communist sway, by infiltra- 
tion, by staged rebellion and by conquest over an 
additional 650,000,000. Since the Communists seized 
China in 1949, they have extended Communist rule 
into Tibet, Northern Vietnam, parts of Burma, and 
they attempted treacherously to seize Southern 
Korea, below the 50th Parallel. The time table of 
Communism, unless the West negates it, provides 
for the expansion of Communist rule into all of 
Southeast Asia, with its 150,000,000 people, and into 
Japan. How absurd to talk about peaceful coexistence 
with a force which is not peaceful, and which has 
never coexisted in sincerity with the Free World! 

If coexistence is not an actual political possibility, 
it has the inherent danger of being a snare and a 
deadly trap for the Free World. Communism is most 
deadly when it comes to the Free World with a Judas 
smile. It is most dangerous when it is holding out 
the olive branch of peace. When Communism bares 
its teeth, the Free World knows that it is threatened, 
and it takes measures to protect itself. But when, 
in the person of Khruschchev and Bulganin, it pre- 


SCHOOL—On a farm near Lanchow an evening class for 
illiterate peasants is held every other day. Along with 
the elements of learning go large doses of Communist 


propaganda. vegetables. 
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MARKET—Farmers are permitted to sell 
on the open market ‘he produce of their 
small family plots. Here a peasant offers 


sents a smiling face to the non-Communist wor 
all the hopeful thinkers cry out that Communi 
has changed, and is now peaceful, and the F 
nations make the hideous mistake of disarming 
relaxing their defenses. Of course, this is preci: 
what the Communist axis wants the Free We 
to do. 

We, in China, have had bitter and costly e>p 
ence in trusting the peaceful masquerade o* 
Communists. Three times we have attempted to | 
in harmony with Communism. Each time 
Chinese Communists used our toleration as a smo 
screen, behind which they planned and execu 
armed rebellion against the Republic of China 

The first time was between 1924 and 1927, wi 
Dr. Sun Yat-sen attempted to work in coalition w 
the Communists, and admitted them to members 
in the Kuomintang. Dr. Sun did not live to see 
treachery of his Communist coalitionists, bu 
Republic of China, in 1927, under Chiang-Kai-s! 
escaped, by the narrowist margin, from the am 
tious Communist plot to seize all of Kuomints 
China at that time. The Chinese people learned. a 
bitter price, that the lion and the lamb cannot 
down together. 

The second time was in 1937 when, in the face 
Japanese invasion, Chiang Kai-shek gave the © 
munists a second chance and admitted them into 
anti-Japanese coalition. It was one of the great 
mistakes of his life. The Chinese Communists, 
stead of fighting the Japanese, took advantaye 
the distress of Republican China and proceeded 
seize vast stretches of Northern China. The streng 
which the Communists were able to forge, under t 
war-time truce, was the margin which later gi 
them the victory when they struck for all China 


PLOW-—This two-wheel steel plow, considered a 
innovation, was distributed in vast quantit'es—and 
was found useless in areas of terrace cultivation and 
paddies. 
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The third time was after Pear] Harbor when the 
ited States and Britain pressured Chiang Kai- 
ek, first through the Hurley ambassadorship, and 
er through the Marshall Mission, to take the 
mmunists into the Government. The Generalissimo 
ew the danger of this attempt, but public opinion 
the United States was convinced at that time that 
alition was the road to Far East peace. Thanks 
the ‘ime which was lost in this coalition endeavor, 
d to the failure to arm Republican China which 
ulted from the overconfidence which the coalition 
endered, all of mainland 
hina was lost to the Com- 
nists in 1948 and 1949. 

k It would seem, in the light 
unist WOM these ghastly experiences, 
Communit tie proposal of coexist- 
id the Fijce y ith the Communists in 
isarmligf Fir East would be re- 
1S 7 ‘IMted with scorn and ridicule. 
v0 
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Free steal, it is again being seri- oo? 
sly supported by supposedly 
stly €> pdiformed public opinion lead- 
rade O° @ in he United States. In its 
ipted to st popular version, it takes 
| time. §& form of the proposal that 
as a Sri0f United States should rec- 
nd execufnize “Two Chinas” — one 
China. Bmmunist and one Free. It is 








fails abjectly when the free world shatters. The 
Communist powers fully understand this fact and 
today their rulers are adroitly endeavoring to play 
Britain, Japan, West Germany and the Arab States 
against the United States in order to divide and 
conquer. 

We see an alarming harbinger of this possible 
future division of the free world in Britain’s uni- 
lateral repudiation of the trade restriction policy 
against Red China which was accepted in 1951. 
While the British, Japanese, Dutch and other nations 
pursue phantom profits in Red 
China trade, the United States 
attempt to hold Red China in 
check economically, stands al- 
most in ruins. So far, the 
United States has resisted 
any suggestion that it follow 
Britain’s example of trading 
with Red China. But power- 
ful business voices are being 
raised, even here, demanding 
that the embargo be ended. It 


is too much to expect that 
America will permanently 
stand adamant against this 


agitation. 
Meanwhile, only Red China 
and her Communist allies are 


1927, Wie assumption that these profiting from this Allied divi- 
alition Wifwo Chinas” could exist sion. The whole unhappy epi- 
membersfacealy in politics, in trade sode flows from the fallacious 
e to see @ations and in the United ‘coexistence’ frame of mind 
sts, but §Rtions. What is overlooked sent which has been nurtured by 
ng-Kai-si§ the proponents of this pro- = the appeasers of Communism, 
- the am m is that the recognition a! both in this country and in 
Kuominta§ “Two Chinas” will simply DR. HOLLINGTON K. TONG Europe. 

earned, af~an that Free China will be Matinee Chinann Rateseins Anot*-er issue upon which 
» cannot@allowed up by the slave to the United State Communism is skillfully driv- 


plice state on the mainland. 

ce the West withdraws its 

ed support of the Republic of China on Taiwan, 
1 depends upon moral understandings with Mao 
e-tung, it will simply invite further aggression by 

Peiping masters. The mistaken attempt to treat 
1 China as a peace-loving member of the com- 
nity of nations will give the Communist aggres- 
s the shield under which they can plan an atomic 
brid War III. The shortsighted idealists who are 
king peaceful coexistence in this country show a 
istfulness in dealing with treacherous world Com- 
inism which is frightening to contemplate. 
Vhat is most dangerous in all this chatter about 
pxistence is that the Communists, by their shrewd 
Mciliatory tactics, are driving a weakening breach 
the Free World. The containment policy which 
bP Free World has been following ever since it was 
nciated by President Truman in 1947 is only as 
ective as the unity of the nations which stand 
ind it. Communism can be stopped, but only when 
free nations stand together to halt its aggression. 
at happened in the United Nations in 1950 when 
@ free nations, following United States lead, con- 
menned Communist aggression in Korea and saved 
jaguth Korea from political rape, is the pattern of 
tagat can be done by a united world. At this stage, 
= < Communist bloc of nations will not willingly 
voke the Free World to war. 
But a policy which suceeeds when backed by unity, 


| the face 
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hem into 
the great 
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ing a wedge between the free 

nations is the issue of nuclear 
warfare. There is an increasing demand, on the part 
of large opinion groups in the Allied Nations, to 
force the United States to discontinue its overseas 
bases, to avoid nuclear attacks from Russia in time of 
war, The Russians have played upon this fear by 
warning West Germany and other NATO nations 
that they must not make nuclear installations, under 
penalty of ultimate Russian H-Bomb attack. So far, 
none of America’s allies has retreated under this 
threat, but it is a continuous invitation to disunity. 

We are at a stage in the Cold War where the Com- 
munist nations are devoting their main strategy to 
splitting off the weak links in the Free World chain 
of might. If Western leaders could keep this fact 
clearly in mind, they would see today’s moves in 
their proper perspective. Unfortunately, there are 
no signs that the top Free World statesmen, outside 
the United States, are seeing this complete and 
rounded picture. Thev are preoccupied with only 
one narrow sector of the Cold War battlefield. And 
so, some of them are making costly and irreparable 
blunders which are playing directly into Communist 
hands. 

All these dangers appear with especial acuteness 
in the situation of the Chinese who are resisting 
Communism in Asia, both within and without Red 
China. 


The facts which come (Please turn to page 625) 
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Recent market action justifies a cautious, highly selective investment policy at this time. So do 
business uncertainties, absence of the stimulus of strong general gains in earnings and dividends, 
the restrictive factor of the highest money rates in 
stocks. A further sell-off could be in the making. 


By A. T. 


Mast investors seem to be neither aggres- 
sively bullish nor bearish at this point, but in a 
hesitant wait-and-see mood. Waiting for what? Per- 
haps to see if the industrial average can resume 
upward tendencies with enough vigor to plough 
through the apparently tough 521-522 level at which 
it has thrice halted during the past 15 months. 
Perhaps for a sizeable reaction on which to do some 
buying. Perhaps for more definite light on the 


course of business activity in late summer and 
autumn. Mt des : 
The technical “indications” give little clue to 


near-term possibilities. In terms of closing prices 


Low Stock Yields Unsettling Market Further 


many years. and over-valuation of many popular 








MILLER 


for the industrial average, the February-Juls 
reached its crest to date on July 12 at 520.77 
two previous tops at virtually the same level w 
520.95 in August, 1956, and 521.05 in April, 19 
The average backed down to 515.11 on July 
moved sidewise most of last week, but eased 
514.59 by the week end. Additionally indicative 
investment hesitation, recent trading volume 
the lowest in many weeks. Rails are nowhere n 
any significant upside test point. The aver 
reached a post-February rally high of 153.45 
July 16 (its Spring, 1956, top was 181.23). Hold 
fairly well so far, it closed last week at 152.91 
lowing a substantial May-June sell 
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“THE MARKET IS A TUG-OF-WAR 
PRODUCES THE FLUCTUATIONS 


SUPPLY OF STOCKS | | | 
As Indicated by Transactions | 
at Declining Prices 
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DEMAND 
As Indicated by Transactions 
at Rising Prices 
OCUGHURUOEEE 
MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 


SCALE AT RIGHT> 
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MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
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from their bull-market top, utili 
have held in a narrow range, with 
cent tendencies mildly downward 
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* Where Do We Go Now? J 
It is on the sobering side that, desp 
310 all the harping on inflation as a bi 
099 for higher stock prices, the indust 

average has failed to surmount a 
10 month-old top in its second close t 
thereof. But no one can yet say whet 
the objective has been more than t 
porarily abandoned or whether s¢ 
extension of the summer rise is yet 
come. The burden of proof is obviou 
on the bull side. 

Time for more seasonal rise is n 
brief. Our surmise is that the mar! 
must demonstrate renewed §stren 
promptly or react more substanti: 
from the July high. The latter se 
the more likely alternative because, 
addition to technical factors, there 
basic considerations which justify ¢ 
tion at this stage. Meanwhile, it 
be noted that, from the April, 1$ 
top of 521.05 the average had about! 
10% intermediate sell-off over roug 
an eight-week period, and virtually) 
plicated that performance after bel 
halted at the August, 1956, top 
520.95. 

If viewed without relation to st 
prices and yields, the general busing 
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arnings-dividend picture 
ooks fairly good, though 
»ot dynamic. Industrial 350- 
yroduction remains a little 340. 
bove the year-ago level 330 ik dammit ae wale. aaa 
nd only some 2.7% under 0 300 COMBINED STOCKS 
ast December’s peak, as 
Ce measured by the Federal 
Reserve Board’s_ index. 
he gross national prod- 
s dile ict rose further to a new 
yeak in the second quar- . 
nds, er, with about half of a 
ular $4.4 billion gain over the 
first-quarter level due to 
igher prices, the rest to 
phys ically-increased total 155 Peertceas 
utput of goods and ser- 150 _ RAILROADS 
Mvice:. Figuring largely in " 
he atter, estimated total 
jus ness’ inventories 
y-July mi(mexsured in constant 
920.77 ollars) rose at an annual 
level wa&rate of $1.5 billion in the ws 
\pril, 19Mperiod, following _first- 23 
n July Mguarter shrinkage at an . tt 
t easedfannual rate of $800 mil- 
dicativelion, a “swing” of $2.3 69 34. 
olume ywilliin. The Commerce Volume N. Y. Stock Exchange 
where n@Dep.rtment reports that , ee ane a 
le aver@itota’ personal income rose 
153.45 fto seasonally-adjusted 
3). Holdffannual rate of $343.8 bil- 
52.91 ion in June, a new peak, 
une sellfup $900 million from May 
p, utilitffand up $17 billion from 
e, with year ago. Total retail 
ward. Fsales continue steady at a 
Necord level, even though only 3‘¢ above a year ago. 
ow? Judging by the highly mixed second-quarter earn- 


ings reports issued to date, total corporate profits 


rat, despfin the period probably held around or close to the 


as a baffirst quarter’s annual rate of $21.5 billion, which 
industmwas a gain of 2.4% over the full-year levels of both 
ount a $1956 and 1955. Total corporate dividends in June, 


nd for the first half, were at a record level, with 
he year-to-year gain about 3.5%. 

Creeping inflation is still a current fact; and is 
videly assumed—with considerable plausibility—to 
 « continuing long-pull threat. In wholesale prices, 
t has slowed considerably so far in 1957 as com- 
yared with 1956. The consumer price index con- 
inued to rise at undiminished pace through June. 
Taken alone, all of this makes a picture more 
ullish than bearish. But it cannot be viewed in the 
bstract. Investors have to weigh it in relation to 
tock prices; and when that is done we cannot see 
realistic basis for significant further rise in the 
eneral market level above the triple-highs hereto- 


close t 
ay whet 


ustify CHor. cited 

le, it We do not envisage possibility of more than a 
pril, nodest fourth-quarter business rise, at best—not 
id abounough to make much over-all difference in earnings 
er rougssnd dividends. The latter cannot indefinitely rise at 
rtually @he recent rate of 3.5% a year, while total earnings 
fter beBain at 2.4% a year—and the present rate of gain 
6, top fn both cannot reasonably argue for higher stock 
sees pri-es following more than a 14% rise by the in- 


lustrial average from the February low. 
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How High Is The Market? 


In general, stocks have risen from early postwar 
undervaluation to adequate valuations or over-valu- 
ation. For example, in 1948, when the production 
index averaged 100, representative better-grade in- 
dustrials sold on an average yield basis around 
5.5‘ or about 100% more than high-grade cor- 
porate bond yields, with the Dew industrials at a 
mean level of about 180. The average was about 
190‘; higher at its recent top. Representative in- 
dustrials now yield around 3.7‘: on cash dividends. 
seasoned corporate bonds about 4‘:, most new-issue 
bonds 4.5% to 5.5‘. Over the 8 years of 1948-1956 
total pre-tax corporate profits had a net rise of about 
(compared with roughly 66‘: for total wages 
and salaries) while higher taxes held the gain in 
total net profit to less than 4‘. Peak profits to date 
were $22.1 billion as far back as 1950. Question: 
Where is the profit growth? 

Inflation can easily be exaggerated as a market 
factor, In the first place, subsidence of the capital 
goods boom must in due time take considerable of 
the steam out of it. In the second place, wage-price 
kiting will encounter increasingly hostile public and 
political opinion, which might well tone it down. 

Growth-glamor stocks are mostly too high. In- 
come stocks are stymied by high bond yields. Cycli- 
cal stocks range from good to poor, and there are 
not enough good ones with good enough prospects to 
sustain a bull market. A prudent, realistic, highly 
selective investment policy is in order. — Monday. 
July 29. END 
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—FROM A GRAIN OF SAND & 


Ore upon a time, the neighborhood sand 
bank was the best place to gather to watch the 
ancient smoke-belching steam shovel hard at work. 
The grizzled teamsters maneuvered their nervous 
horses so that the old wooden wagons could receive 
their modest allotments of a ton or so of sand. 
Then, off down the road they would lumber, to a 
nearby highway bridge or a new house, where the 
masons were ready to mix cement with the sand 
for building stone foundations. 

Here, as in many another busy industry, times 
and methods have changed rather quickly. A power- 
ful Northwest or P. & H. (Harnischfeger Corp.) 
diesel shovel loads a heavy Euclid dump truck, 
which whisks its ten-yards or more of sand to a 
Link-Belt conveyor, from whence the material is 
carried to a washer machine, perhaps constructed 
by Allis-Chalmers, Blaw-Knox or Barber Greene. 
The sand may then be blended in a machine with 
gravel and cement, which employs equipment per- 
haps furnished by Chain-Belt or Hewitt-Robins, 
and then poured into a concrete mixer built by the 
Koehring Corp. Although the owner employs a 
heavy capital investment in this modern equipment, 
the profits resulting from large-volume operations 
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together with a minimum staff of employees yie the 
him an altogether worthwhile return. on 
— — Pera 

Producers Limited by Shipping Charges A 
In the United States, the lion’s share of sand o 
supplied by purely local operators. It is a local ty 18° 
of business in essence, since transportation cos.) 
often loom as the largest single exnense and al =e 
often higher than the actual cost of producing tim. 
sand. Production costs have been stabilized by ti 4 
advent of modern power shovels, bulldozers, com o¢ , 
veyers and special handling machinery, and it cat,, 
truly be said that the sand and gravel busine tims 
readily lends itself to the economies of mass-pr avi 
duction and volume. In contrast with country areaif},’ ¢ 
the metropolitan districts have brought an er: fron 
“big business” to sand and gravel, and current i= 
dications are that the production of these material duce 
is on the way toward becoming even larger, mo! Divi 





centralized and more profitable, Per 
and 

The Every-day Sand Companies gani 
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In the New York City area, the largest producer § 


AUG 
THE MAGAZINE OF WALL STREM 





















































































) 


yvees vie 


rges 


of sand 


lucing th 


try area 
an er: 

irrent il 
materia 
rer, mo! 





lial Sand & Stone, which grew even larger 
ig 1956 owing to the acqusition of Metropoli- 


Col 
dur 






tan Sand & Gravel Co., a former competitor. Its 
Slarge sand pits are located fairly close to the con- 
suming areas, thus minimizing transportation costs. 
iIn addition to the sale of sand and gravel for var- 
fious contracting purposes, Colonial owns strategi- 
Scally located depots which provide ready-mix con- 
Screte from company produced aggregates. In order 
Hto service these plants with sand and gravel, Colo- 
nia] operates an elaborate fleet of tugs and barges. 
Last year, total sales were $40 million, and profit 
margins were reported at 6.2% despite organiza- 
tional changes, the installation of new equipment 
and other similar factors. The chances are that 
Colonial’s sales may improve slightly over last year 
jand that earnings should exceed the $1.58 per share 
Sreported last year. The stock, priced recently at 15, 
je! about 9.5 times the estimated earnings, and 
Sthe shares (854,065 in all) provide a yield of 2% 
on the indicated 30¢ dividend, which may be lib- 
}eralized in time. 


Another large eastern producer is the Warner 
sCompany, which reported sales of $26 million last 
year and a commendable profit margin of about 
18%. Low cost operations are implemented by a 
suction dredge system of sand digging, extensive 
mechanization in the matter of handling, and a 
market (Trenton, Philadelphia, etc.) which leads 


to an extremely large volume. Sole capitalization 


of the company is 494,637 shares, and the stock, 
traded over the counter around 45, sells about eight 
times estimated 1957 earnings. If the 1956 dividend 
payment were repeated this year, the yield would 
be 6.1%. Certainly these are worthwhile benefits 
from the humble grain of sand! 

On the West Coast, there are several large pro- 
ducers of sand, among them the Sand & Gravel 
Division of Kaiser Industries, the Kaiser-affiliated 
Permanente Cement Co., the Blue Diamond Corp. 
and Pacific Cement and Aggregates. The latter or- 
ganization owns large reserves in the vicinity of 
San Francisco and produced or acted as agent for 
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building supplies to the tune of $27 million in 1956. 
Profit margins for the company improved during 
the year to around 10°, and the stock at 14 sells 
about 9.5 times the estimated 1957 earnings of 
$1.50 per share. The 20¢ dividend per quarter pro- 
vides a yield of 5.5%. 

In the Mid-West, one of the largest suppliers is 
Union Chemical & Materials. The organization has 
branched into chemicals, such as caustic and chlor- 
ine, and has even bought an interest in a glamor- 
ous small company called Rare Earths Chemical 
Co. The backbone is still sand, gravel and concrete, 
which are produced and sold in the Chicago and 
Milwaukee area. Large scale construction projects 
in Illinois and the advent of the St. Lawrence Sea- 
way should do much to encourage this and simi- 
larly-located large operators, most of which own 
sizeable fleets of barges. 


Sand is a Desirable Sideline 


The saga of Houdaille Industries is interesting, 
in that an old line manufacturer of automotive hard- 
ware sought diversification by purchasing a num- 
ber of sand and gravel producers in New Jersey, 
New York and Pennsylvania. In the short time 
that Houdaille has been a producer of aggregates, 
it has acquired a total of 9,400 acres of producing 
lands. The results of this diversification have al- 
ready brought about an improvement in profit mar- 
gins from a recent low of 3.6% in 1954 to 7.8‘ 


in 1956. Doubtless, the alert management may 
carry this progress still further. At the price of 
21, Houdaille sells about nine times estimated 


1957 earnings and yields 4.6% on the $1.00 divi- 
dend. Other companies, such as Chadbourn-Goth- 
am, a maker of women’s hosiery, have entered the 
aggregates business as a sideline. Vulcan Mate- 
rials, formerly Vulcan DeTinning Co., merged with 
Birmingham Slag Co., and is now producing con- 
crete, asphalt mixes, concrete brick and tile, and 
concrete pipe, all based on its extensive holdings 
of sand. Sales of this organization were $37 mil- 
lion in 1956, and a comfortable profit margin of 
17% was attained. At the price of 17, the stock 
is capitalizing estimated 1957 earnings about 14 
times, which seems a rather full value, especially 
in view of the small dividend payment, which pro- 
vides a yield of slightly over 2%. 


Importance of Sand in Other Businesses 


It may be said that sand is usually a material 
used in conjunction with something else. It mixes 
with cement and gravel to make concrete. Certain 
grades are used in high quality concrete for pre- 
stressed beams and pipe. Sand is employed with 
asphalt for paving, and somewhat the same rela- 
tionship occurs in the making of asphalt roofing 
shingles. 

Railroads are consumers of sand in a rather in- 
triguing way. When starting and stopping, the die- 
sel locomotive shoots a stream of fine, dry sand 
under its wheels to provide traction. 

Foundries have been users of moulding-sands 
for centuries, employing a mix of quartz grains 
and a clay binder. Machine and paint shops find 
sand useful for sand-blasting. Porcelain and frit 
are based on sand. 

When all is said and done, however, these are 
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Although glass was thought of for 


thousands of years as an essentially 
fragile substance, a rod of glass with 
perfect surfaces can be stronger than 
steel. 


every day although prof- 
itable uses for sand. As 
a material, sand would 
appear to possess better- 
than-average growth pos- 
sibilities when used in 
concrete for highways, 
bridges, pipes, and pre- 
stressed beams. What else 
can be done with sand? 


The Geology of Sand 


As one definition of 
sand puts it, sand is the 
result of the breaking 
down of rocks or minerals 
into small granules meas- 
uring between 1/20 and 2 
millimeters. It may con- 
tain quartz, feldspar, cal- 
careous materials, iron 
ore, volcanic glass, white 
mica, garnet, tourmaline, zircon, rutile, topaz, py- 
roxenes, amphiboles, and other minerals. Sand tends 
to gradate into beds according to thickness and it is 
often the reposing place for diamonds, gold, plat- 
inum, tin, and monazite. 

Silica, an ingredient of rock and sand, is believed 
to make up at least 60° of the earth’s crust. Its 
chemical formula is Si02, and it forms a building 
block for other groups of materials, such as the 
silicates. These are either salts of silicic acid or com- 
binations of silica and metallic oxides. A naturally 
occurring silicate is kaolin, for example, which is 
a clay useful for pottery and ceramics. Silicon is 
the non-metallic element, found as silica, quartz, 
flint, chalcedony, opal and so forth. 


Some Romantic Products 


The miner of sand may dig for a variety of pur- 
poses, There are the quartz and garnet sands, which 
are the base for sand and emery paper. The mak- 
ing of carborundum stones is achieved by the heat- 
ing of sand, coke, salts, and sawdust in an electric 
furnace. Similar treatment with different combina- 
tions brings about the high-temperature refractor- 
ies, which are being used increasingly in special 
electric furnaces as linings, in nuclear experimenta- 
tion, in rockets and jets, and similar advanced 
purposes. 

The halide group of chemicals is based on silicon. 
It is a group that scientists are just begining to 
become more interested in. The experiments involv- 
ing silicon and boron for high-tmperature metals is 
one example of the newest trend. A traditional use 
for silicon in metal is silicon steel, which forms the 
base of transformer cores and other electrical 
apparatus. 

The mining of ilmenite and rutile has taken on 
new importance within the past few years. In olden 
days, these sands were the source of titanium 
dioxide, which is the whitest substance known. It 


§78 











has been most commonly used in the making , 
ordinary white paint. 

The experiments of duPont, Union Carbide, N; 
tional Lead and others led via the study of titan| 
um dioxide to the development of titanium meta 
a strong but light metal which lends itself for air 
craft use. Ilmenite and rutile occur in varyin 
quantities and qualities all over the world; hoy 
ever, the best available deposits occur in Florid, 
New York, Australia and Russia. A typical opers 
tion is the Humphrey Gold Dredging Co. (a duPon 
subsidiary), which is engaged in the exploitatia 
of Florida sands. Ilmenite and rutile, according 
to the type of deposit, are dredged and conveye 
by pipes to a plant which dewaters, dries and sey 
arates the material into varying fractions by ele 
trostatic means. The titanium bearing fraction 
are shipped to the chemical plant, where they ar 
chlorinated to produce titanium tetrachloricé 
which is then carefully purified by chemical and dis 
tillation methods. 

Thereafter, the reduction of the titanium te’ ra 
chloride is achieved by magnesium or sodium 
according to the technique developed by the pri 
ducer. At the present time, the titanium progran 
is still engaged in expansion, although the cuinv§ 
lative effects of 1) high prices for titaaium meta 
(2) the need for further research in alloys for ti 
tanium, and (3) a bogging down of military order 
for titanium, have all combined to place a tempor 
ary ceiling on demand for the metal. There seems 


























































































ample proof, however, that ultimate demands fof 
the metal should be quite high. ' 
About Zirconium é 

Another miracle producing sand is monazite 
which occurs as a deposit in the Florida beac 


sands. It is to be found in a number of place 
around the world, but rich concentrations are rela 
tively less frequent. Carborundum Company is a 
present the sole producer of zirconium, based o! 
monazite. Nationa] Distillers and National Researc! 
are building plants which are scheduled to operate 
this year. The process of mining and treating mona- 
zite is somewhat similar to that of rutile an 
ilmenite. The end-product, zirconium, is used as : 
shield for uranium capsules in nuclear reactors 
owing to zirconium’s neutron-resistant qualities 
Hafnium, an impurity extracted from zirconium 
is used in the nuclear control mechanism. 


The Confusion of Silicones 


A compound of silicon is the group of organi 
materials which are finding widespread uses as lub- 
ricants, binders, insulators and protective coatings 
These silicones are a product of polymerization 
and are close to the family of plastics and greases 
They are based on silicon, which is sold by regu- 
lar producers of this material. Chemical uses fo! 
silicon are growing. 


The Wonders of Glass 


One of our most useful substances is based o1 
the grain of sand. The tradition of glass for win- 
dows, decorative objects and containers for drink 
is a part of the American heritage. Glass is an 
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industry where technological changes have steadily 
evolved, but at the present moment, it appears that 
a faster and more basic evolution is about to occur. 

The making of glass is predicated on the fusing 
of silica with a mixture of certain other substances, 
such as potash, lime, or lead oxide. In the eyes of 
the physical chemist, glass as we know it is the 
solidification of a liquid. It usually occurs as an 
amorphous substance, in other words, it has no 
“orain”. Glass sand occurs in a great many areas, 
such as New Jersey, Pennsylvania, Illinois, Nevada 
and California, but the problems are those of (a) 
purity and (b) location with respect to glass-mak- 
ine centers. Like other sands, glass sand is rela- 
tively cheap to mine, but the shipping charge can 
put out-of-the-way locations of high-quality sands 
completely out of the running. 

‘irtually the only publicly-held company pro- 
ducing glass sand is Pennsylvania Glass Sand, which 
seils on the New York Stock Exchange around 64. 
Based on the current annual dividend of $1.80, the 
stock yields about 2.8%, and the 795,305 shares 
se'! about 18 times estimated 1957 earnings. Sales 
volume is relatively small, ranging around $10 mil- 
lion during the past several years and reaching 
$13 million in 1956. The margin of profit has been 
unusually high, compared with other miners of sand, 
and was reported at about 30% last year. Its prod- 
uc's are sold to an extremely wide variety of con- 
sumers, including makers of scouring soaps, 
porcelain, and silica for chemicals and metallurgy. 
Approximately half of sales are consigned to the 
glass industry. The future appears rather bright, 
in view of increasing demand. 


All Based on Sand 


Window glass is the largest product of the glass 
industry, averaging nearly four times that of plate 
glass in quantity. In the matter of price, however, 
plate glass sales exceed those of ordinary window 
glass. Architects are now specifying double-plate 
glass windows insulated by an inert gas and sold 
as “Thermopane” or “Twindow”. Automobile com- 
panies are extending the use of glass with expensive 
portions of curved sections. Glass blocks are being 
used with varying results in offices and houses, 
primarily for decorative effect. The major glass 
suppliers are Libbey-Owens-Ford, Pittsburgh Plate 
Glass, and American Window Glass, which account 
for virtually all of the domestic production. For- 
eign competition is growing stronger, however. 
Owens-Illinois and Brockway are _ large-volume 
makers of glass bottles. 

New uses for glass have followed one another 
continuously. The introduction of glass as a textile 
fiber brought eminence to Owens-Corning Fiber- 
gias, Glass Fibers, Inc., and Pittsburgh Plate Glass. 
The advantages of fire-resistance, strength, insul- 
ative qualities and other advantages not to mention 
low price, have created an expanded market. 


The Queen of Glass 


On May 23, 1957, there appeared in the news- 
papers, magazines and financial journals an an- 
nouncement that focused attention on Corning 
Glass Works. For a number of years, the large Re- 
earch Department has studied various formulae 
or glass, one of which was a completely new con- 
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cept. The new material was called “Pyroceram.” 
Pyroceram was described as a ceramic material 
which could be made harder than steel, as light 
as aluminum, and could withstand temperatures 
up to 1,300 degrees Fahrenheit. In addition, the 
new material could be mass-produced in any desir- 
able shape or color. 

The financial analyst who studied Corning Glass 
was perennially accustomed to seeing the common 
stock of Corning sell in excess of 20 times earnings. 
Yet, earnings during 1956 and 1957 seemed doomed 
to disappointment in relation to the past years of 
steady upward progress. The earnings for 1955 
were equal to $2.76 per share, and in 1956, net 
income pointed toward a level equal to or possibly 
a trifle lower than 1955. The results, in fact, were 
$2.72 per share. Labor and material costs were 
up, development charges were growing, and ship- 
ments of television tubes were down. 

The reaction to this indifferent trend of earnings 
affected the stock market price for Corning Glass, 
which dropped from a high of 87 in 1956 to a low 
of around 60 at the turn of the year. 

The announcement on May 23, 1957 sent the 
shares skyrocketing to a high of slightly over 100. 
Many an analyst sat down to wonder whether the 
price was justified. (Please turn to page 626) 
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Lever Bros. Building on Park Ave., New York City. Exterior construction is 


entirely of glass. 


579 



































CAN U.S. EXPORTS BE SUSTAINED 





for Balance of Year and 1958? 


By WALTER 


Despite some apprehension in financial circles 
here over the recent tightening of import controls 
by foreign countries, in all probability United States 
exports will continue at a relatively high level this 
year. There seems to be wide agreement that the 
unusually high annual rate of $20 billion set in the 
first half cannot be sustained. By the fourth quar- 
ter the rate of American commercial shipments 
sent abroad will be down to $18.5 billion. However, 
it is likely that for the entire year exports will be 
up approximately 10% over last year’s figure of 
$17.3 to $19 billion. But what of 1958? 

Using as a basis White House estimates of next 
year’s gross national product, American exports 
should rise at least 3% in 1958. (United States 
foreign sales in the postwar era have averaged 
about 4% of total output and services). Although 
this would amount to the lowest gain since 1953, 
it is obvious that American exports will continue 
to be a factor of strength in our domestic economy. 
A major reason for the smaller gain in 1958 is de- 
clining oil shipments now that the Suez Canal is 
open. Because of the blocking of this important 
waterway, America’s petroleum exports were ar- 
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tificially boosted by $400 million in the first half 
of 1957. 

At the same time Washington is curtailing cot 
ton and wheat sales abroad under the Government’s 
farm surplus disposal program. In the early part 
of this year Western European countries were 
forced to depend on American grain because of 
unfavorable wheat harvests in 1956. That accounted 
for $100 million worth of unexpected exports. 

Another temporary upsurge arose out of this 
Administration’s intense desire to “dump” cotton 
abroad. Washington’s policy has been so success- 
ful that United States shipments exceeding $200 
million have outpaced growth of foreign cotton 
production abroad. As a result, many nations are 
accumulating inventories. Then America’s coal ship- 
ments to Western Europe, which now have swelled 
the export figures by more than $100 million in 
each of the past two years, also will dip as Britain 
and Poland step up sales once again. Additional 
freight charges and shipping shortages resulting 
from the long haul around the Cape of Good Hope 
also cost foreign countries approximately $200 mil- 
lion. 
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Having depleted their gold and dollar holdings 
by roughly $1 billion in the first half of 1957 for 
the above reasons, many countries are now deter- 
mined to rebuild their reserves. For the past sev- 
eral years up to 1957 all countries outside the 
United States and the Communist bloc averaged 
a $1.5 billion annual rise in gold and dollar bal- 
ances. Today the total still exceeds $30 billion. But 
this sudden reversal in the upward trend has rightly 
alerted several nations to take precautionary meas- 
ures and impose drastic curbs on American goods. 


The Adverse Side of the Picture 


France, India and Japan probably suffered more 
financially from the closing of Suez than any other 
country except, of course, Egypt. India’s exchange 
situation is in a precarious state and New Delhi has 
had to declare a three-month moratorium on im- 
port licenses for American goods. Only essential 
items are being permitted in the country so that 
United States exports to India will be cut in half 
during 1957. 

Japan’s holdings of foreign exchange have 
dropped $400 million in the first six months of 
this year. She too has placed restrictions on Amer- 
ican products and is destined to pull the austerity 
belt still tighter because of prospects of losing $100 
million annually from the planned curtailment of 
United States military expenditures and withdrawal 
of American troops in Japan. It is generally known 
that France is reducing her purchases sharply from 
the United States because of near bankruptcy in- 
ternally. According to top French Government offi- 
cials, a devaluation of the franc is likely before 1958. 
French imports are to be reduced with quotas estab- 
lished and a 25‘% ad valorem tax to be levied on such 
luxury items as furs, jewels, perfumes and vehicles. 

Argentina, Bolivia, Brazil and Colombia already 
have undertaken sharp reductions on imports of 


American goods while Chile and Peru are suffering 
dollar losses from the drop in non-ferrous metals 
prices. Furthermore, recent studies by the United 
Nations and the General Agreement on Tariffs and 
Trade stress the slackening of world trade because 
of over-expansion since the end of Korean hostili- 
ties. 


Offsetting Factors 


In spite of aforementioned warnings, a close ex- 
amination reveals that there are offsets to the pic- 
ture in the shape of a multitude of tangible stim- 
ulants to take up the slack. First and foremost, the 
upward pace of world industrialization, which is 
responsible for the tremendous surge in interna- 
tional trade since the end of the Korean War for- 
tunately shows no signs of abating and dependence 
on United States machinery and other capital equip- 
ment for industrialization is bound to continue. 
The volume can run into high figures in export 
trade. This year, for the first time in history, the 
total of world trade will exceed $200 billion with 
exports and imports each contributing $100 bil- 
lion. America’s share of 10% is the same today 
as it was in 1945, when all commerce amounted 
to only $100 billion. This percent is unlikely to 
change in the next few years, as most of the world 
looks to the United States for heavy and industrial 
equipment. 


Liberalizing Restrictions 


Offsetting the import restrictions on American 
products necessitated by the drop in gold and dol- 
lar reserves is the new trade liberalization policy 
of a group of Western European countries. This 
was accomplished at a recent meeting of the mem- 
bers of the General Agreement on Tariffs and Trade 
(G.A.T.T.) at Geneva. Held under the sponsorship 
of the United States State Department, the parley 
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provided for the relaxation of curbs on dollar im- 
ports by seven European countries. Sweden has 
just lifted controls on a long list of American agri- 
cultural items. The liberalization carries such a 
broad qualification that it will be possible to expand 
purchases from the United States by $50 million 
annually. 

Austria and Germany, two large customers of 
this country, are committed to do the same as 
Sweden already has done. Bonn recently has an- 
nounced that liberalization steps will be taken 
shortly. Germany’s strong foreign exchange posi- 
tion no longer justifies import restrictions on any 
dollar goods. In the first six months of this year 
German gold and dollar reserves jumped $500 mil- 
lion to nearly $5 billion. Italy is removing controls 
on a wide range of products. The Netherlands con- 
tinues to exempt American imports from restric- 
tions for practically all purposes, Dutch gold and 
exchange holdings 
have stopped slip- 


thorized in the fiscal year ending June 30. This 
represented 182 loans made in 36 countries and 
is indicative of the stepped-up lending policy now 
taking shape to finance the export of capital goods. 
While the Bank’s loans are made to foreign pur- 
chasers, all the dollars must be spent in this coun- 
try. At the same time the Bank’s export credit in- 
surance program of guaranteeing payments against 
inconvertibility of exchange and expropriation is 
gaining momentum. This incentive to selling abroad 
should play a larger part in the future in stimv- 
lating export sales, particularly in the more limited 
operations of the smal] American exporters. 


Trade With the Commies? 


By 1958 United States shipments to the Com 
munist countries can become a more importan 
factor in the total export picture. Washington re 

cently added som: 
200 additional non 





ping after a long and 


steady decline. It NON-MILITARY EXPORTS 





now appears that 

Holland will not Billion Dollars 
have to impose curbs 

on United States ex- ities 

ports. 

Norway recently 
approved a broad lib- an 
eralization program 
and is now treating 53— 
American products 
on an equal basis with pial 
imports from Eur- 
ope. Greece has im- 
proved her financial 51— 


standing in recent 
months and is con- 
sidering further re- 
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strategic items to the 
list of commoditie 
that can be shippe 
behind the Iron Cur 
tain. Pressure to in 
crease trade with the 
East will build uj 
now that England 
France, Italy, Den- 
mark, Netherlands 
and Japan have re- 
laxed curbs on trade 
with Red China. 
Washington is inten- 
sifying its study re- 
garding the relaxa- 
tion of controls on 
exports to Red China. 
It is reliably reported 
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Commerce is urging further relaxation of import 
restrictions on consumer goods. Within the past 
year the South African Government twice has taken 
steps to reduce quota restrictions on American 
items. The buoyancy of South Africa’s export earn- 
ings warrants further action in this direction. 


The Golden Arm 


Most of the gap caused by the reduced gold and 
dollar holdings of foreign nations is now being 
filled by the International Monetary Fund. In the 
past few months the Monetary Fund has lent nearly 
$1 billion, thus providing that much more spend- 
ing power for United States merchandise. The 
Fund believes in the growing use of loans to avert 
tighter import restrictions through the world. In 
fact, in its latest annual report on exchange restric- 
tions, the Fund emphasizes the progress being made 
toward the establishment of a freer multilateral 
system of trade and payments stemming from uni- 
versal reliance on the Fund as a means of mobili- 
zing reserves. 

Of the $8.5 billion of credits which the Export- 
Import Bank in Washington has financed in its 23 
years of existence, more than $1 billion was au- 
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this year although resistance to such easing will 
certainly be encountered. 


Other Trade Stimulants 
Congress has just removed the ban on sales of 


United States agricultural products to Communist 
nations for the latters’ currencies. Poland, whose 


trade with Russia last year came to 65% of her 
total, was the first to benefit with a $96 million 


export credit. More of these Iron Curtain loans are 
being considered. Trade with the Soviet satellites 
will follow aid, as it historically has, this time de- 
spite the warning by Secretary of Commerce Weeks, 
that initial trade with the East, especially Red 
China, will not be as lucrative as many anticipate. 
American business is now in the midst of an- 
other industrial revolution—that of investing cap- 
ital abroad for plant and equipment. In 1957 United 
States firms will spend approximately $3 billion 
of new and reinvested funds for this purpose. Next 
year the figure is expected to be still larger. As 
America’s foreign investment rises, exports increase 
correspondingly since practically all of the capital 
is used to pay for United States machinery and 
other basic equipment (Please turn to page 626) 
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in TODAY'S INVESTMENT MARKET 


S ince 1939, stockholders in the American cor- 
porations listed on the New York Stock Exchange 
have enjoyed an increase in per-share values amount- 
ing to about 250%, according to the statistics of the 
Securities and Exchange Commission. According to 
private compilers of security statistics, the gain has 
been computed as high as 400% for industrial securi- 
ties since the early 1940’s. From the point of view 


} of dividends, stockholders also would appear to have 
} done quite well. Total payments of all corporations 


were less than $4 billion in 1939; they will be over 
$12 billion in 1957. 
But it would appear, now, a matter of crucial 


} importance for investors to bear in mind that the 
} great bull market which has prevailed since the early 
| 1940’s (or from 1946, or 1949, or even 1953, depend- 
ing on the definition of “bull market”) was developed 
' under almost universally favorable conditions. With- 
}out by any means forecasting an imminent bear 
} market, or even 


an end to the bull market, one can 
now set down a considerable list of significant 
changes in the market’s environment, and in the 
“quality” of the market itself, that tend to suggest 
greater investor caution. What is involved here is not 
simply the level of stock prices themselves, or the 


1957 


daily or weekly shifts in position among stocks as 
reported in the various newspapers and publications 
that deal with the short-term securities price trend. 
Nor is it a matter of technical “chartist” theory of 
major points; the current state of the market on the 
basis of the Dow Theory is, in fact, rather strong, 
indicating the fallacious character of ‘averages’ when 
dealing with the trend of the multitudinous number 
of stocks in the light of the varying position and 
action of individual issues. What is involved at this 
point, in addition to the various normally considered 
factors, is the basic relationship of the stock market 
to our national financial economy and its role in the 
savings-investment flow. 


Money and Securities 


In the past four years, the nation has gradually 
come to appreciate the significance of national mone- 
tary policy. During this period, that policy has grown 
considerably more restrictive, while at the same time 
the national demand for money has risen sharply. 
As a result, money is now scarce and high-priced. 

This skeleton summary of what is a major national 
development hardly does justice to it. But it is 
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eonugh to make the point that one of the basic 
expansionary forces operative on stock prices over 
the past fifteen years has dwindled, and perhaps 
reversed. The consequences deserve careful con- 
sideration. 

In the first place a scarcity of money, as of any- 
thing else, raises its price; it commands more. The 
price of money is, of course, the return on money, 
be it in the form of interest or dividend yield per 
dollar. The price of money is now, finally, experi- 
encing the postwar inflation that struck all other 
prices in earlier years of the boom. In 1939, Treasury 
bills yielded less than 44%. As late as 1946 the 
price of such a short-term loan was far less than 
14%, and as late as 1948 it was only 1%. In the first 
half of 1957, it averaged about 3.1%, higher than in 
any year since 1929, and about as high as in early 
1928. 

This innocuous-sounding rise of a minor-key sta- 
tistic has been given far 











corporate earnings, and on this account alone it 
affects the value of securities. But it also affects 
equity stocks through another, more direct and more 
forceful medium, for it distorts the technical posi- 
tion of the securities market, which, in the last 
analysis evaluates stocks on the basis of future 
earnings. 

At this point, to avoid the risk of over-simplifica- 
tion, we will say that all things being equal, the effect 
of higher interest rates restricts borrowing for in- 
vestment in securities and to that extent reduces 
market activity. } 

In fact, the high level of the market has dependedf 
on mutual companies, pension funds, and other ins‘i- 
tutional buying, while the absorption of “favored” 
stocks by these buyers has had a tendency to redu:e 
the floating supply of securities to a point wheref 
these shares have become active trading media for} 
professional traders—a factor which has contributed 7 
largely to increased daily § 



































less attention among se- market volume. 
curities analysts than it ‘ , ‘ield 
deserves. For it symbol- Security Yields Rise in Bond Yields 
izes a powerful, many- sellin ; , aie Affects Equities 
xj ‘ 20 ic igh-Grade orpora.e C mm_n Stoc 
pr ory nay ng price Corporate Bonds Aaa = Municipals Dividend Yield Earnings Yield More import ant than 
of equity s es. I ’ en 
Note first that tight 1929 4.7% 4.3% 4.0% 5.0% the impact on borrow- 
money, symbolized by the ein “a - ings for stock operations | 
rise in interest rates, was _ = ' is the relative position of 
specifically designed to 1947 2.6 2.0 5.0 11.0 yields on equity securi- 
hold _down prices and 2081 29 20 63 10.5 ties. In 1951, Aaa bonds 
curb inflation ; it thus put of railroads, public utili- 
downward pressure on 1954 2.9 2.4 5.0 8.7 ties and industrial cor- 
the prices of things that 1955 3.1 2.5 4.0 £2 porations ran — n 
business sells. Thus far 2.5% and 3%, while divi-f 
; ; “wees “thr na 1956 3.4 2.9 3.8 7.0 eect ag , 
the wholesale-price index dend yields were in the 
of industrial commodi- 1957 4.0 3.9 3.6 6.7 neighborhood of 6.3‘ 
ties, despite the recent Even yields on Baa bonds 
increase in the price of encom onan, er . ehdeyons ond ve ‘ of industrial companies | 
: . ° ° ources: Moodey’s; Federa eserve; Securities xchange Com- e oye ; an 
steel and projected in- ain were only about half a: 
creases in the price of high as the dividend yield 
on equities. Under these 








aluminum, is lower than 





it was in February of 

this year. The seeming contradiction in our higher 
cost of living arises from the steady increase in the 
cost of services, transportation and the middle-man’s 
share in the distribution of goods. On the one hand 
tight money increases the pressure on the price of 
commodities and things business has to sell—and on 
the other, elevates the cost of something business 
uses, namely—money. 


Debt Burden Grows 


At the end of 1956, for example, manufacturing 
corporations in the United States owed about $40 
billion in short-term and long-term debt. On the $7 
billion of this total which represents short-term debt, 
they are already paying a substantially higher inter- 
est cost. The interest charges on the long-term debt 
have only begun to rise, because it is only as the 
debt is added to or refunded that the average cost 
can change. But it is clear enough now that the cost 
of maintaining the $33 billion long-term debt level 
will rise sharply over the next five years—perhaps by 
as much as $500 million a year, as refundings take 
place at higher interest costs. 

Thus, tight money, through its effect on selling 
prices and “borrowing” costs, strikes significantly at 
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conditions, equities were 
very desirable, high-paying investments. 

Until 1953, when the Government made its abor- 
tive attempt to tighten money, the expansion in 
industry was so great that stock prices continued to 
rise—only hesitating at various periods as the money 
rate went higher—but today, the dividend yieids on 
common stocks is under 4%. At the same time, inter- 
est yields on the highest quality public utility bonds 
average about 3.8%. On medium grade (Baa) bonds 
of industrial and railroad corporations, the average 
yield is now about 4.6%, substantially higher than 
the yield on common stock, to which it is senior in 
degree of protection. In fact, the dividend yield on 
common stocks is now lower than the average yield 
on preferred stocks. It is only fractionally higher 
than the yield on long-term federal bonds, and in 
many cases lower than available yields on tax-exempt 
state and local securities! A significant number of 
major “growth” stocks now sell at dividend yields 
below the return on high-quality tax-exempts. Wit} 
no intent to invoke an unnecessarily frightening 
parallel, it should perhaps be added that the common.- 
stock dividend yield is now lower than it was in 1929 

And yet this is obviously not 1929. Wherein lies 
the difference, or differences? 

In the first place, the potentia] yield expressed in 
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terms of earnings, rather than in terms of dividends 
paid, are much higher than they were in 1929. In 
1929, in fact, dividends and earnings on common 
stocks were not far apart, which amounts to saying 
that listed corporations were paying out almost their 
entire earnings. 

But today our corporations are in a much stronger 
all-around position than they were in 1929. During 
the post-war period they paid out only half their 
earnings in dividends and retained the other half 
as a working capital reserve which they used to 
finance growth of corporations in certain selective 
incustries—chemicals, fuels and even some metals 
wee the type of securities referred to as “growth” 
stocks. But today, we are in a period of consolidation 
ra ner than dynamic growth. How much growth is 
there left for the next several years? Is it not true, 


= 


' therefore, that these issues should be considered on 


the basis of actual dividends paid rather than on the 
po'entials for extras and special dividends that were 
in} erent in a large earnings’ reserve held by these 
companies ? 

his raises another set of questions: How much 
of a yield penalty is worth how much growth poten- 
tia ity? To put it another way, how much growth 
has already been discounted in the current price of 
a crowth stock? How long can the stock rise on the 
presumption of growth if the growth itself does not 
produce a higher dividend? And why don’t com- 
panies, particularly growth companies, under these 
circumstances, pay out more of their earnings and 
get cash for their expansion needs by floating addi- 
tional equities? There is no single answer to this 
question for a great many executives believe that 
they are building a more healthful type of internally 
generated growth. They are the pay-as-you-go type 
of executives who have been extremely successful 
during the period of expansion in recent years. 
\ number of corporations are restrained from 
ering the equities market by the high dividend 
cost attached to getting capital through equity financ- 
ing. Because of the present corporate tax rates, cor- 
porations have to earn more than $2.00 for every 
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Security Flotations by Type 


(Billions of Dollars) 


| Common Stock Preferred Stock Bonds 
| 1929 4.4 16 25 
| 1939 0.1 . 03 
| 1947 0.5 0.5 3.4 
1951 1.0 07 46 
1954 1.0 0.6 46 
1955 2.0 0.5 4s 
| 1956 2.2 0.5 5.2 
| 19570 2.3 03 69 


*—Less than $50,000,000. 
a—Author’s estimates. 


Note: Data not exactly consistent from year to year, owing to 
changes in coverage and classification. 
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The Sources of Business Funds 
(Billions of Dollars) 
New Security Retained Depreciation 
Flotations! Earnings Charges 

1929 8.6 2.4 3.0 
1939 0.4 1.2 3.5 
1947 44 11.4 5.2 
1951 6.3 9.6 9.0 
1954 5.9 6.4 13.3 
1955 7.0 99 14.8 
1956 8.0 97 16.5 
19570 9.5 10.0 17.7 





a—Author’'s estimates. 
'_Excludes refunding issues. 


Sources: Commercial & Financial Chronicle; Department of Com- | 
merce; Securities & Exchange Commission 
| 

















$1.00 that they will pay out in dividends. 
Appeal of Bond Financing 


Particularly because of the cost aspect, corpora- 
tions seeking outside capital tend to float bonds, 
rather than stock. The interest on indebtedness is, 
of course, a deductible business cost, whereas divi- 
dends must come entirely from retained earnings. 
Taking tax consequences into effect, the interest cost 
of borrowing $100 does not equal the dividend cost 
of raising $100 through a common stock issue until 
the interest rate on the bond is approximately double 
the common-stock dividend yield. 

However, bonds themselves have disadvantages in 
the eyes of many corporate executives; their interest 
represents a fixed charge which continues in good 
years and bad, thereby reducing the security and 
flexibility of the company. Moreover, in the bond 
market, corporations compete with a tremendous 
flood of Federal and local Government issues, which 
acts to bid up the interest cost. Many corporations, 
because of the reluctance to allow fixed interest 
charges to grow, have set policies in regard to the 
ratio of indebtedness to equity capital employed in 
the business. Dividends, of course, are not a fixed 
charge ; they can be suspended whenever the financial 
condition of the company requires. 

Faced with the relatively high cost of dividend 
payments owing to the tax rate, and the cautions 
about the fixed charges involved in bonds, most large 
corporations have preferred to retain a relatively 
large share of earnings, for use in expansion. In so far 
as common stocks are concerned, this has provided 
a double bullish influence; it has permitted aggres- 
sive expansion, and at the same time has restrained 
the supply of new stock coming on the market. It has 
thus contributed importantly to the general bullish 
character of Wall Street since 1949. 

This process sounds like a gaod enough solution. 
A lot of retained earnings, and some debt flotation, 
seem to offer a specific to beat both the tax problem 
and the rising cost of money. It has, unfortunately, 
one serious hitch—an Achilles heel. 

To get a grasp on this hitch, look at what corpora- 
tions must now do with (Please turn to page 624) 
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TAX REDUCTION talk has picked up again on Capi- 
tol Hill but its forward movement has been stalled 
by what appears to be acceptable proof that the 
1954 tax cut accelerated the major problem of the 
day, namely inflation. Senator J. William Fulbright, 
drawing on the testimony and research of his bank- 





WASHINGTON SEES: 


Concentration of thought on military craft ap- 
pears to be obscuring the fact that the aviation 
industry does not live by Mars alone. Ameri- 
can companies have sold more than 2,000 com- 
mercial transports valued at over $2 billion since 
the end of World War 2. 

Additionally, there is a constant flow in the 
“pipeline” which insures that the financial state- 
ments of the companies, from the standpoint of 
peacetime craft will continue to look good. Next 
year, airlines will begin taking delivery on 
faster and smoother turboprop and_ turbojet 
transports now on the assembly lines. Deliveries 
under firm orders now on the books will num- 
ber in excess of 500, with a slight preference 
for jets. Replacements and expansions of ser- 
vice undoubtedly will enlarge these orders. As 
in the case with military plane procurement, 
the production for the current year, and next, 
is already in the cards; the planning, upward 
and downward, relates to years which will fol- 
low. Such is the “lead time” in aircraft. 

Builders of planes for civilian use are never 
far from the military side. No producer any 
longer is catalogued as a source of civilian 
or military craft. Some are specialists in, say, 
the bomber, but each is described down to the 
last detail in the files of the Office of Defense 
Mobilization where the defense potential is evalu- 
ated almost on a day-to-day basis. 














By “VERITAS” 


ing committee (he’s the Chairman) attributed 
today’s trend to the 1954 action. It’s provable that 
much industrial plant expansion fed on the 1951 


tax cut, which included the end of the excess profits | 


levy. The Arizona Senator has amassed a body of 
supporting data which will count heavily against 
yea votes when tax relief comes up. 


WHITE HOUSE direction to all agencies to hold spend- 
ing down to the levels of last fiscal year when pos- 
sible is taken to be a grandstand play of doubtful! 
efficacy. Certainly the inference that Ike is prepar- 
ing the road for a republican sponsored tax cu 
is belied by the President’s own words indicating that 
tax relief cannot be entertained now. 


RESENTMENT against President Eisenhower’s latel 
revealed attitude on agency spending, cuts across 
party lines. Nobody favors ladling out tax mone 
(not publicly, in any event), but Congress feels 
left out on a limb by the implication that the Gov- 
ernment can operate, after all, on last year’s mone 
level. GOP members have been having difficult) 
justifying their support of the Administration’s pro- 
posed high appropriations. Ike had said, at differ- 
ent times, that the budget cannot be reduced, that 
it should be reduced but Congress must do the job, 
and that it can be cut by purse-string tightening 
in his own departments. It requires explanation. 


CONGRESSMEN are coming to realize that methods 
to defeat inflation are unpalatable rather than im 
possible to achieve. The soil bank was voted back 
into the budget rather than displease the farmers 
The record of price increases is one of industry’s 
acceptance of labor’s wage demands, in avoidance 
of work stoppages and with the realization that 
only bookkeeping is involved: the cost is passed on 
to the consumer who, after all, is labor and must 
be paid more to cover the high costs. The reason 
cure has not been found might be that no one seems 
to want it bad enough. 
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» A major reform in union dues diversion is on its 
way to the Supreme Court of the United States. Ifa 
Georgia court decision is sustained, no legislation will 
be needed in a field where it might be difficult to pass 
laws; Congressmen and other elected officials count 
heavily on union money to lift the financial burden of 
campaigning. The McClellan Committee inquiry has dusted 
off a few of the multiple methods by which payments by 
union members can be spread around without violating 

the statute against direct contribution. The court route 
could save scores o* Congressmen from embarrassment . 
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» The Georgia Supreme Court has ruled that laws 
promoting forced union membership are unconstitutional 
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— if the dues are used for political purposes. The appel- 
; late tribunal reversed a lower court in a case involving 
railroad unions, saying: "We do not believe one can con- 

F Stitutionally be compelled to contribute money to Support 





debt of $275 billion. 
$71.8 billion, plus $2 billion for high- 
ways which are not included in the budget. 
And I think you have about $50 billion 
of unexpended funds that are available 
and allocated for spending. Superficially 


ideas, politics and candidates which he We have a budget of 
opposes. We believe his right to immunity 
from such exactions is superior to any 
laim the union can make on him." Last 
year the U.S. Supreme Court upheld consti- 


tutionally of union membership as a re- 
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. iisite to employment in an organized we will have cut the budget but parallel 
ddy of | plant. But it didn't rule on use of dues to it we will have incurred new obliga~ 
wainst for campaigning. tions and authorized new spending that 
will have neutralized every bit of saving." 
_ p State Department and Pentagon 
te. sources are worried over the increasing » When Treasury Secretary Hum- 
ubtful eliveries of Soviet arms and the dispatch phrey ended what Senator Harry F. Byrd 
repar- f Soviet "experts" to Syria. The situ- very aptly described as “your trial” be~ 
aX CU tion is more ominous when Syria's many fore the Senate Finance Committee, rising 
that | threats to exterminate Israel are re- labor costs as an element of inflation 
alled. According to latest reports, the hadn't been mentioned and it appeared 
latel value of Soviet arms so far supplied to likely to be the ignored factor. Humphrey 
across syria exceeds $140 million. Included in had been asked by Senator Robert Kerr 
mone) hipments from the Soviet bloc are 154 what commodities are in short supply and 
Fy RusSian model T-34 tanks, 50 German levering up prices. The Cabinet member 
mone' Mark IV tanks; 50 modern MIG planes, in mentioned many, but not the commodity of 
ficult) idition to an unspecified number of Labor. Still is it the largest single 
'S pro- MIG 15s; 100 armored cars; 10 torpedo force in the price rise, whether called a 
differ- oats; 100 self propelled anti-tank guns; "commodity" or something else. 
Aen 150 pieces of artillery; 20,000 sub- 
fening achine guns, and a miscellany of anti- p Available to the Byrd Committee 
ion. ‘ircraft guns, mortars and ammunition. but shelved in apparent deference to 
labor's wishes, was the May 29 report of 
— Senator Frank Lausche has been the Bureau of Labor Statistics to the 
back n Congress little more than six months Joint Committee on the Economic Report. It 
“mers ut the Ohioan already is winning a repu- covered productivity, earnings, costs 
istry’s tation for incisiveness. For example: "We and prices in the private, non-agricul~ 
dance ‘an stand this year's budget. There is tural sector of the economy, 1947-1956. 
Bg 10 question about that. It's tremendously It seemed clear enough from the tables that 
must igh, $71.8 billion. But can we go on in real production per hour per employee in- 
‘eason the future and reach the point of no creased 26 per cent between 1947 and 1956, 
seems ‘eturn. We have guaranteed obligations of whereas the compensation per hour per 


vhat, $275 billion? We have a national 
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employee rose 61 per cent in the same 








period. Since labor cost is so large a 
portion of the final retail price it would 
seem that the disparity in rate of in- 
crease might be regarded competent evi- 
dence on the issue of price rise. It 
wasn't mentioned. 





s It could be simple curiosity, 
and it might be business interest (or even 
something subversive), but construction 
of the Duguesne Power Company's pressur- 
ized water reactor at Shippingsport, Pa., 
has attracted such crowds that "official 
guests only" has been made the rule. 

The reactor project was readily acces-=- 
sible to visitors until April 10, when it 
was found advisable to restrict viewing 
to non-working hours on Sundays. The pro- 
ject now is in the final construction 
stage and intricate component and system 
testing is underway, around the clock, 
seven days a week. AEC insists interfer- 
ence with work, not protection of secrets 
is the motivation. After the plant goes 
into operation it will be open to all 
comers. 



































> John L. Lewis has had a happy 
month. He received an honorary Doctor of 
Laws, was praised by a Senate Committee 
for the businesslike and revealing 
methods used in reporting Mine Workers 
benefit funds, and heard this report from 
the industry whose labor he bosses: If 
the present rate of exports of coal from 
the United States to foreign nations con- 
tinues for the rest of the year, this 
country will have shipped 60 million tons 
of coal overseas. On the basis of the 
first half-year, 1957 will be record- 
breaking in this particular. Post-war ex- 
pansion abroad, particularly in Western 
European Union is the answer. Shipping 
rates have been favorable to the trade and 
if nothing comparable to the Suez matter 
arises, rates will drop even more. Last 
year's export was 51 million tons; this 
year's should top 60 million. 




















» It is becoming clear pruning 





dential budget rather than economies in 
the regular performances of government 
must account for most of the savings that 
will be effected. On the top level of ad- 
visors, proposals are being formulated 
for elimination of programs relating to 
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housing and urban renewal as one means. 
The President gave substance to these 
reports when he addressed the Governors 
Conference at Williamsburg, telling them 
Slum clearance and urban renewal might 
better be planned by the states. Ike had 
been willing to cut his budgetary request 
from $250 to $175 millions, but withheld 
action at the request of Mayors who 
promised to deliver House and Senate votes 
for the higher amount. 











p» Operations of city government 
finance don't receive the same attention as 
those of Washington do, although it's the 
Same taxpayer who foots both. Expenditure 
by city governments in the United States 
during 1956 for all purposes totaled 
almost $11.3 billion, while municipal rev- 
enues were $10.9 billion—a deficit opera- 
tion. The cities also obtained $2.2 
billion from borrowing in 1956, and paid out 
almost $1 billion for debt redemption. City 
government assets at the end of the fiscal 
year 1956 included $9.5 billion in cash and 
securities, while their indebtedness 
totaled $16.9 billion. All these figures 
represent increases over the previous year. 
The data were collected by the Census 
Bureau covering all 17,000 municipal 
governments. 
































» The purchasing power of farm com- 
modities has sagged to the lowest point 
for the month of June in 17 years. Prices 
received by farmers averaged 82 per cent 
of parity in the month ended June 15 — four 
points below the average of 86 per cent in 
June 1956, and the lowest for any June 
since 1940. Farm prices have averaged 82 
per cent of parity for the last two months, 
and have been running below the year-ago 
figures all year. Prices paid by farmer: 
for farm operating expenses, family living 
costs, and for interest, wages, and taxes 
continued at the all-time record high 
point reached in April. Farmers costs hav: 
gone up more than enough to offset slightly 
higher prices received by them this year, 
with the result that farm purchasing power 
is going down. Ironically, June figures 
showed farmers paid an all-time record 
high price for food they bought while 
receiving the lowest price in 17 years for 
food they sold. 
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OF VALUES: 
EARNINGS 


FORECASTS 






Because of the tremendous number of in- 
guiries we have been receiving from our subscrib- 
ers, we wish to call particular attention to our an- 
nual mid-year re-appraisal of values, earnings and 
dividends. Cognizant of our subscribers’ problems, 
we have tried to develop and expand these forecasts 

as to supply the vast amount of information so 
necessary if investors are to realistically appraise 
their holdings. We have concentrated not only on 
company earnings but on the industry prospects as 

ell—-in terms of new orders, inventory positions 

id many other important criteria used to gauge 
future prospects for, as we have said again and 
again in our publication, we believe this is the only 
sound basis for judging security values. 

You will notice in Part I of these mid-year reap- 
praisals which appeared in our July 6, 1957 issue 
that we gave extensive coverage to the railroad 
industry and pointed out that better prospects were 
in view for particular companies. Since that time, 
selected rail stocks have performed well in the 
market and the group as a whole shows signs of 
coming out of prolonged doldrums. 

In Part II, we stressed the fact that selective bank 
stocks were undervalued today on the basis of rising 
earnings—and were selling at close to a 5% yield 
basis. Our study of the beverage stocks contrasted 
the improvement in soft drinks compared with the 
difficulties still facing the liquor companies. 

Our detailed article on the food stocks was partic- 
ularly designed to help the income-minded investor 
appraise the prospects for the companies in the 

arious food categories. We have received apprecia- 
ive comments on the clarity with which our sugar 
tory revealed what lay behind the boom in sugar 
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prices and action of sugar shares. Our analysis ot 
the tobacco industry brought our readers up-to-date 
on the latest development in the cancer-smoking 
controversy and its affect on the various companies. 

Part III of this series appearing in this issue fea- 
tures the electronics and TV industries, electrical 
equipment, rail equipment and farm machinery— 
and points out the contrast and outlook for these 
various groups and the individual companies. 

In our August 17, 1957 issue, we will cover the 
important building industry giving careful attention 
to all branches—home-building, commercial construc- 
tion, public works’ projects—supplying latest statis- 
tics and timely advice on the many companies in 
this diversified group. Another group to be covered 
will be the machinery and machine tool companies 
which have been troubling investors because of rap- 
idly declining incoming orders which have been in 
evidence most of this year. The textile companies 
will also come in for our thorough appraisal. In 
addition, a special section will be devoted to a com- 
prehensive list of companies which do not fall into 
anv industrial group. 

In subsequent issues, we will cover key industries 
which include autos, steels, aircraft, airlines, chemi- 
cals and oils. All these studies will be accompanied 
by our expanded statistical tables and commentaries 
designed to be of the utmost help to you in deciding 
the stocks to retain—those to avoid—and to pinpoint 
securities that are likely to do well regardless of 
the market. 

In the coming issue—with a large percentage of 
second quarter earnings in... a special story will an- 
alyze the earnings dividend situation, group move- 
ments, and special selections. 
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RIGHT: 
Convair B-58 Hustler. 








RIGHT: “White Alice” 
giant over - the - horizon 
antenna designed by Bell 
Lab for Air Force Alas- 
kan defense communica 
network 


cations 


Sylvania’s invisible shield for use in 


Mixed Prospects For 








Sy Sohal 













Electronic and TV Producers 


By 


W. are now passing through an industrial revo- 
lution that dwarfs any similar period that we know 
of in recorded history. And the part that electronics 
is playing in our expansion is comparable only to the 
role played by the steam-engine 150 years ago. The 
science of electronics has come a long way from the 
early days when it was merely a curious plaything 
of scientists. 

Electronics—although still essentially a science—is 
a science that has turned big business — open to all 
comers with the resources and the imagination to 
delve into its secrets. The delvers have been legion, 
and the results of their scientific experimentation 
has changed the face of American industry so that 
today it occupies a place among the first 5 industries, 
and is the single factor that has contributed most to 
the multi-industrial character of American enter- 
prise. 

Just a year and a half ago, Don G. Mitchell, presi- 
dent and board chairman of Sylvania Electric Prod- 
ucts, claimed for the industry $9.5 billion in sales and 
an employment roll of almost 750,000 people—but by 
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HAROLD M. 





EDELSTEIN 


the end of 1956 the nation’s military, industrial and 
home consumers were spending $11.5 billion for elec 
tronic equipment and products, and the industry’ 
payrolls had climbed to 1.5 million persons. 

When Mr. Mitchell painted his picture of the elec 
tronic industry for a Congressional Committee Syl 
vania’s major product, the vacuum tube, was the 
heart of all electronic devices and the foundation o1 
which the industry had been built. But so swiftly 
does the industry’s wheel of fortune spin, that today 
transistors and other solid semi-conductors capable 
of doing essentially the same job are on the verge 
of replacing the tube entirely, while newer develop 
ments, including the “‘spacistors” recently unveiled 
by Raytheon Manufacturing may already be number- 
ing the days of the transistor and its sister products 

Within this simple illustration lies the root of the 
enigma — and the fascination — electronics is con- 
tinually posing for scientists, inventors, investors and 
businessmen. Even the industry’s most ardent spon- 
sors are repeatedly left wide-eyed in amazement as 
the lusty infant continues its “leaps and bounds” 
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Full Fiscal Years 





GENERAL ELECTRIC 
W.C. (mil.) ‘55—$345.6; ‘56—$590.3 


$3,463.7 


NESTINGHOUSE ELECTRIC 
W.C. (mil.) ‘55—$736.1; ‘56—$687.2 


1,440.9 1,525.3 2.9 2 


ELECTRONIC CONTROLS & DEVICES: 
AVCO MFG. 
W.C. (mil.) ‘55—$80.8; ‘56—$68.2 


3ECKMAN INSTRUMENTS 
w.C. (mil.) ‘55—$7.8; ‘56—$7.8 


BENDIX AVIATION 
N.C. (mil.) ‘55—$111.0; ‘56—$112.5 


“ONSOL. ELECTRODYNAMICS 17.1 250 46 5.) 
W.C. (mil.) ‘55—$6.5; ‘56—$9.0 

DAYSTROM, INC. 63.1 74.4% 2.8% 3.3" 
W.C. (mil.) ‘SS—$18.6; ‘56—$26.3 

SEN. PRECISION EQUIP. 1333 1532 18 1.5 
W.C. (mil.) ‘55—$50.5; ‘56—$47.4 

iNT. TEL. & TEL. 489.7 544.8 49 5.1 
W.C. (mil.) ‘55—$199.9; ‘56—$203.9 

MINN. MONEYWELL REG. 2444 2879 78 77 
W. C. (mil.) ‘55—$86.5; ‘56—$111.8 

RAYTHEON MFG. 175.4% 118° 7) 55 
W.C. (mil.) ‘55—$39.9; '56—$38.0 

TUNG-SOL ELECTRIC 51.1 538 63 5.4 


W.C. (mil.) ‘55—$16.1; ‘56—$15.1 


'~—9 mos. ended March 31. 
“—6 mos. ended March 31. 


W.C.—Working Capital 

—Deficit. 

n.a.—Not available. 
'~—Year ended May 31, 1956. 


General Electric: Acknowledged giant of the industry. Current operations 
int to good earnings improvement over the $2.75 per share of 1956. Di 
vidends should be maintained at $2.00 annually. (Al 


Westinghouse Electric: Second to GE, is scoring sharp recovery after o dis 
sstrous 6 months strike in 1955-56. Earnings of between $3.50 and $4.00 in 
the current year make the $2.00 dividend the least to be expected. (B1 


ELECTRONIC CONTROLS AND DEVICES 


Avco Manufacturing: Elimination of unprofitable consumer products and 
heavy defense contracts should restore profitable operations, but no early 
esumption of dividends is expected. (C1 


Beckman Instruments: A small! but highly regarded instrument maker, should 
score further earnings improvement. The 3% stock dividend should be main 
tained. (C2 


Bendix Aviation: Earnings for the year to end September 30, 1957 may ap 
proach $6.00 per share. The dividends, for this leading electronic and avionic 
firm is secure at $2.40 per year 

Consolidated Electrodynamics: Earnings rise, but no dividend increase in 
prospect. (Cl 


(A)—Best Grade 
(B)—Good Grade 
(C)—Speculative 
(D)—Unottractive 


RATINGS: 


Leading Electrical & Electronic Equipment Producers 


Ist Quarter Dividend Per Shore Indicated 
Net Per Share Net Per Share indicated Price Range Recent Div 
1955 1956 1956 1957 1956 1957 1956-1957 Price Yield 


Net Sales Net Profit Margin 
1955 1956 1955 1956 
INDUSTRY LEADERS: (Millions) % % 





$4,090.0 6.0% 5.2% $2.40 







2.46 








$2.45 $1.30" $1.47" $2.00 $2.00 72 -52%s 71 





1.14 82 2.00 2.00 685:-50% 66 3.0 


47°4-25'8 


6634-48'2 


85 1.35 n.a n.a. 50 50 5434-21 50 1.0 
2.01" 2.77" n.a n.a 1.20 1.20 45'4-22 43 2.7 
2.05 1.63 20 85 2.40 2.40 53'2-3442 44 54 
3.21 3.92 77 82 1.70 1.80 3734-2934 36 5.0 
2.99 3.40 69 79 1.75 1.75 131 -58 113 1.5 

45' 23 n.a. 1.75" 22'4-13 21 
4.66 3.84 1.01 1.25 1.25* 1.40 372-27 33 4.2 

"—6 months 


'—Year ended March 31, 1956 & 1957 


'—Paid 3% stock in 1956 & 1957 
‘—Plus stock. 
"—6 months; includes non-recurring income of $2.6 million 


'—7 mos. ended 12-31-56—Fiscal yr. changed 


Daystrom: Continuation of the good performance of the year just ended is 
to be expected, and eornings should approximate the $2.77 of the 1956-57 
fiscal year. Dividend will be maintained. (82 


General Precision Equipment: Uncertain outlook since Cinemascope activities 
dwindled, but low prices now may discount adverse factors. The $2.40 di 
vidend has been tax-free for a number of years. (C2 


International Telephone & Telegraph: Higher domestic and foreign volume 
expected, but little earnings improvement. The $1.80 dividend will be amply 
covered, however. (B2 


Minneapolis-Honeywell: Higher first auarter sales and profits indicates an 
other earnings advance for 1957. The $1.75 dividend is the least to be ex 
pected. (Al 


Raytheon Mfg.: Elimination of radio and TV set production has increased 
profit margins, but early dividend resumption doubted. (C1 


Tung-Sol Electric: Higher earnings in prospect for this tube and lamp pro 
ducer. New electronic lines should aid sales volume. The $1.40 dividend is 
secure and may again be augmented with stock. (B! 


1—Improved earnings trend 
2—Sustained earnings trend 
3—Lower earnings trend 
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Leading Electrical & Electronic Equipment Producers (Continued ) Ot 
ae meso = anion —~ = l 
—— Full Fiscal Years be 
Net Sales Net Profit Margin -Ist Quarter Dividend Per Share 
ELECTRICAL EQUIPMENT 1955 1956 1955 1956 Net Per Share Net Per Share Indicated Price Range Recent Div. el 
& CONTROLS: —(Millions)—— % % 1955 1956 1956 1957 1956 1957 1956-1957 Price Yield . 
—____—- —_—<——$_$ $$ . . —_— m. 
ALLIS-CHALMERS $535.0 $547.4 46% 3.7% $3.03 $2.42 $ .71 $ 61 $2.00 $2.00 3758-30" 33. 6.0% al 
W.C. (mil.) ‘55—$273.8; ‘56—$267.4 Ww 
CUTLER-HAMMER 61.5 79.3 9.1 8.8 4.26 5.23 1.45 1.23 2.30 2.30 65 -36'2 63 34 in 
W.C. (mil.) ‘55—$19.2; ‘56—$21.7 
ELLIOTT CO. 32.4 45.1 3.1 3.8 1.37 2.65 78 81 1.10 1.40% 387s8-2.58 34 «4.1 
W.C. (mil.) ‘55—$17.7; ‘56—$25.7 
FEDERAL PACIFIC ELECTRIC 33.8 39.2 2.7 4.6 1.16 2.13 1.58° 2.02° 70+ .80 2538-13'8 23 3.4 
W.C. (mil.) ‘55—$9.2; ‘56—$13.5 hi 
ROBERTSHAW-FULTON 64.0 72.6 5.8 5.8 2.51 2.82 .62 84 1.50 1.50 3638-21 '2 36 4.1 _ 
W.C. (mil.) ‘55—$18.6; ‘56—$21.4 r 
SANGAMO ELECTRIC 37.9 44.2 72 6.2 3.41 3.43 1.92- 2.23- 1.57 1.80 3934-292 38 47 
W.C. (mil.) ‘55—$11.7; ‘56—$12.4 
SQUARE “’D” CO. 78.7 102.3 10.6 11.4 1.65 2.28 1.04 90 1.03 1.00 3534-17'8 34 2.9 
W.C. (mil.) ‘55—$26.4; ‘56—$28.6 
ELECTRICAL PRODUCTS: 
MASTER ELECTRIC 21.3 25.7 6.3 7.9 2.05 3.04 88" 82" 1.20? 1.40 3034-18 30 46 
W.C. (mil.) ‘55—$6.6; ‘56—$7.0 
MAYTAG CO. 93.0 113.0 6.7 7.4 3.51 4.90 1.29 97 2.40 2.40 3438-2758 28 8.5 
W.C. (mil.) ‘55—$17.9; ‘56—$19.4 
McGRAW-EDISON 143.5 210.5 6.6 6.6 2.26 3.06 75 89 1.00 1.40 47 -23'2 45 3.1 
W.C. (mil.) ‘55—$42.9; ‘56—$48.6 
SUNBEAM CORP. 107.1! 121.8! 9.5 9.5 3.33! 3.75! n.a. n.a. 1.45 1.65 578-32 56 2.9 
W.C. (mil.) ‘55—$29.1; ‘56—$33.9 
WHIRLPOOL CORP. 280.3 368.2 5.0 3.7 2.70 2.25 .62 49 1.40 1.40 2876-2134 23 6.0 
W.C. (mil.) ‘55—$45.1; ‘56—$55.9 
(W.C.)—Working Capital. '—Estimated for 6 months. RATINGS: (A)—Best Grade. 1—Improved earnings trend. 
n.a.—Not available. '—Plus stock. (B)—Geod Grade. 2—Sustained earnings trend. 
1—Year ended Mar. 31, 1956 & 1957. °—9 months ended March 31. (C)—Speculative. 3—Lower earnings trend. 
*—6 months. ‘—4 months ended April 30. (D)—Unattractive. 
Allis-Chalmers: Good electrical business offset by poor farm equipment and sales and profits for the balance of the year. The 25¢ quarterly and the 
road-building equipment sales. Lower earnings foreseen for tne year, but 25c year-end extra should be continued. 1 
$2.00 dividend should be maintained. (B3 ‘ a . : 
Master Electric: Small, but active, the recent merger with Reliance Electric 
Cutler-Hammer: Despite lower first quarter, full year earnings should equal should improve the company’s position. Dividends should continue at the j 
last year’s. No change seen in the $2.30 dividend. recently established 45c quarterly rate. (C1 , 
} Elliott Co.: Nature of company’s operations will change with Carrier merger Maytag: Poor outlook for appliances may lead to lower earnings this year. 
Dividend and earnings forecast impractical The 40c extra dividend may be in jeopardy. (C3 
Federal Pacific Electric: Further earnings improvement likely, with the 80c McGraw-Edison: Continued success of appliance products, and good demand : 
dividend likely to continue. (B1 for utility equipment should continue earnings uptrend. The new $1.40 rate ' 
. ‘ — is the least to be expected. (B1 
Robertshaw-Fulton: Higher earnings prospects makes the $1.50 dividend the 
least to be expected. (B1 Sunbeam: Highly successful merchandising techniques should lead to fur- 
; ther earnings betterment in the new fiscal year. The $1.65 dividend will , 
Sangamo Electric: Earnings outlook is good for this closely held producer of be well covered. 
electrical equipment. The $1.80 dividend should be maintained. ‘ . \ 
Whirlpool Corp.: Sales outlook good, but earnings picture more clouded. 
Square ‘'D’’: New products and the absence of strikes should lead to higher However, the $1.40 dividend is secure. 
kind of growth, spreading out octopus-like in all increase immeasurably the range of human senses. , 
directions and occasionally even devouring part of Secondly, the isolation of all, or most of the com- ; 
itself, panies within the electronics industry is an almost 
Not the least of the enigmas is the simple question, insurmountable task. The companies listed in the ' 
“‘what is the electronics industry, and who comprises accompanying tables derive their principal revenues ¢ 
it?” Needless to say, the answer is not as simple as_ from one or more major segments of the field, but P 
the asking. For one thing, despite their obvious rela- the science has so pervaded the industrial scene that T 
tionship, there is an ever-widening gap between thousands of companies, ostensibly in other fields, ; 
things electrical and things electronic. Today, about contribute importantly to the industry’s over-all y 
the only thing they really have in common is the use _ structure. In some instances such as Thompson Prod- H 
of electricity. After that the differences multiply ucts, active in many electronics pastures, Bendix 
much faster than the similarities, for electrical Aviation, a leader in avionics, and Minnesota Mining, " 
equipment deals with the harnessing: of electricity a major producer of magnetic tapes—all usually asso- rs 
as a relatively simple power source, while electronics ciated with other industries—the strides made in the 
uses it as the raw material for a host of purposes rang-_ electronics field are so outstanding, and the revenues 
ing from elementary radio communication to intricate derived so significant a part of the firm’s total opera- || _ 
chemical analysis and devices that substitute for, or tions, that there is no difficulty in placing the com- “~™ 
Au 
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pany in the electronics category. But in many cases, 
despite important research in the field, electronics 
is such a small part of a major enterprise’s total 
business, that the company escapes notice as a mem- 
ber of the industry. 

Interestingly enough, despite its infant status, the 
electronics field already contains some surprisingly 
mature elements, in addition to a number of exuber- 
ant adolescents and a multitude of new born babes 
with amazing promise if they can survive the high 
infant mortality rate. 


Radio & TV 


adio, the most mature member of the industry, 
has, of course been with us for a long time, by elec- 


tronics standards, and television, though essentially 
a post-war phenomena, is fast moving into the grand- 
father stage. It would be an oversimplification to 
maintain that for television there has been nothing 
new under the sun since its commercial] development, 
but none of the advances made have been revolu- 
tionary in nature, and with the exception of the still 
untried color experiment, none has the capacity to 
stimulate the industry to repeat the performance 
that placed some 55 million sets in American homes 
in one decade. In that short period of time, the home- 
set market has become virtually saturated, leaving 
the industry with an uncomfortable over-capacity 
that leads to chronic price wars and dwindling or 
non-existent profit margins. The problem is a simple 
but almost insurmount- (Please turn to page 620) 

















Full Fiscal Years 





liate outlook is poor. Further declines in sales and net expected, with little 
hance of early dividend resumption. (D3 


American Broadcasting-Paramount: Reduced earnings in the first quarter 
hould be offset by increased fall billings. Full year net should about equal 
ast year. No change in dividend foreseen. 


Columbia Broadcasting ‘‘A’’: A continuation of the better profit trend since 
TV set production was dropped seems assured. The $1.00 dividend is the 
east to be expected. (B1 


Magnavox: Company's record is better than most of the radio and TV set 
manufacturers. With further earnings improvement expected the $1.50 
Jividend seems assured. (B1 


Motorola: Diversification into auto, police and armed forces radios offers 


RATINGS: A—Best grade. 

B—Good grade. 
C—Speculative. 
D—Unattractive 








Leading Electrical & Electronic Equipment Producers (Continued ) 


Net Sales Net Profit Margin Ist Quarter Dividend Per Share Div 
1955 1956 1955 1956 Net Per Share Net Per Share Indicated Price Range Recent Yield 
ADIO & TV (Millions) — % % 1955 1956 1956 1957 1956 1957 1956-1957 Price % 
DMIRAL CORP. $ 202.3 $ 182.0 19% 5% $166 $ 44 $ 55 $ .18 $1.00 $22'8-1054 WW 
V.C. (mil.) ‘55—$45.4; ‘56—$39.9 
\MERICAN BROAD.-PARA. 198.3 206.9 4.1 47 1.87 1.78 66 4 1.30 1.30 32'2-20%s 20'2 6.3 
v.C. (mil.) ‘55—$30.2; ‘56—$41.2 
OLUMBIA BROAD. “A” 316.5 354.7 4.2 4.5 1.79 2.13 460 77 90° 1.00 36's8-225s 33.0 3.0 
W.C. (mil.) ‘55—$65.8; ‘56—$74.4 | 
“MAGNAVOX CO. 55.0! 70.5' 44! 4.3)! 3.05! 3.54! 3.23- 3.53- 1.50° 1.50° 44 -31'2 41 3.6 
W.C. (mil.) ‘55—$10.5; ‘56—$15.5 } 
MOTOROLA 226.6 227.5 3.7 3.5 4.39 4.12 1.04 1.10 1.50 1.50 5134-3534 50 3.0 
W.C. (mil.) ‘55—$42.8; ‘56—$50.8 
PHILCO CORP. 373.3 347.9 2.2 J 2.13 006 38 26 80 36'2-14's8 16 
W.C. (mil.) ‘55—$70.0; ‘56—$78.9 
R.C.A. 1,050.7 1,121.0 4.5 3.5 3.16 2.63 85 87 1.50 1.50 50%s-3 15s 37 4.0 
W.C. (mil.) ‘55—$327.1; ‘56—$300.8 
SYLVANIA ELECTRIC 307.3 332.3 4.5 a4 4.30 4.11 1.18 84 2.00 2.00 5578-3958 42 47 | 
W.C. (mil.) ‘55—$87.2; ‘56—$106.3 
ZENITH RADIO 152.9 141.5 5.2 43 16.31 12.55 3.72 3.35 5.00 5.00 141'4-91'4 117 42 
W.C. (mil.) ‘55—$34.0; ‘56—$38.1 
W.C.) Working Capital. 1—Years ended June 30. '—Plus stock 
*—9 months ended March 31. 
Admiral Corp.: With TV and appliances providing bulk of revenues, imme some earnings stability. Earnings may advance moderately, affording 


Unattractive outlook for television and appliances will probably 
to dividend payments 


Philco: 
lead to further earnings contraction 
expected. (B3 


ample protection for the $1.50 dividend. (B2 | 
No return 

| 

} 


R.C.A.: Sales increases should be accompanied by moderate improvement in 
earnings, but no change expected in the $1.50 dividend. (B2 


Sylvania Electric: Sales improvement seems likely from expanding product 
lines, but lower television set margins will hold earnings in check. Full 
year earnings will be down, but the $2.00 dividend should not be disturbed 
B3 


Zenith Radio: Improved hearing-aid sales will help total picture but margins 
will be held down by poor television market. Profits should fall short of | 
last year’s $12.55 per share, but the $5.00 dividend is not in danger. (B3 


1—Improved earnings trend } 
2—Sustained earnings trend 
3—Lower earnings trend. 
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CAN 
OFFICE 
EQUIPMENTS 


MAINTAIN 
THEIR PACE? 


By W. A. HODGES 


The manufacturers of office equipment are in 
the midst of the greatest boom in their history, but 
despite the headline-making developments in the elec- 
tronic computer and data-processing fields, it is the 
sale of conventional equipment both at home and 
abroad that is producing most of the profits. 

In 1956, total shipments of typewriters, accounting 
and calculating machines amounted to $533 million 
compared with $432 million in 1955. Within the 
totals, typewriter sales bounded to 1.5 million units 
valued at $184 million from 1.25 million units worth 
$148, and sales of machinery parts advanced to $110 
million from $94 million. Important gains were also 
scored by duplicating machines, mailing machines 
and meters, comptometers and most of the accounting 
and record-keeping product lines. 

So far this year, the sales advances are continuing. 
Portable typewriters, alone, are running 40‘¢ ahead 
of a year ago, and with the price increases now in 
force dollar value of the sales has increased more 
than 50%. 

For most of the companies in the industry, how- 
ever, earnings advances will not be as sharp as sales 
gains. Prices are higher in most lines, but not high 
enough to offset both higher costs and the enormous 
increases budgeted for the development of computer 
and data-processing lines. 

For despite their non-participation in profits, so 
far, there seems little doubt that the electronic 
“brains” will be the office equipment field of the 
future—a future that does not seem far off. As re- 
cently as five years ago there were no commercial 
sales of computers, but by the end of 1956 annual 
sales revenues for the industry as a whole had passed 
the $350 million mark and seemed headed for a $500 
million year in 1957. By 1960, most industry observ- 
ers anticipate a market of at least $1 billion, even if 
technology in the field develops no further than it 
has to date. 
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Position of Leading Office Equipment Companies 


Full Fiscal Year 
Net Sales Net Profit Margin Ist Quarter Dividend Per Shore 
1955 1956 1955 1956 Net Per Share Net Per Share Indicated Price Range 
(Millions) , 4 % 1955 1956 1956 1957 1956 1957 1956-57 


ADDRESSO.-MULTIG $ 73.4 $ 86.9 8.3% $7.86 $8.34 $8.08' $8.77' $4.00' $4.00° 204 -103 


w.C. (mil.) ‘55—$26.7 
N.C. (mil.) ‘56—$26.1 


arare -~tmy 00 se 0 


eeevodeoeeeoveaesio ee J 


WLHSINMdYAYMY—-X-—+4 


SURROUGHS CORP. 219.6 
W.C. (mil.) ‘55—$75.4 
W.C. (mil.) ‘56—$96.3 


SOMPTOMETER CORP.* 10.0 
W.C. (mil.) ‘55—$5.3 
W.C. (mil.) ‘56—$5.2 


INT. BUS. MACH. 563.5 
W.C. (mil.) ‘55—$131.3 
W.C. (mil.) ‘56—$.24.2 


MARCHANT CALCUL. 22.1 
W.C. (mil.) ‘55—$5.5 
W.C. (mil.) ‘56—$5.2 


NAT. CASH REG. 301.1 
W.C. (mil.) ‘55—$69.4 
W.C. (mil.) ‘56—$99.3 


7054- 45 





PITNEY-BOWES 
W.C. (mil.) ‘55—$10.8 
W.C. (mil.) ‘56—$11.9 


XIGCLIGCHETZTIO 


*eoeee7#e#evw#wee#e¢e 


ROYAL McBEE CORP. 40%%- 27'2 


W.C. (mil.) ‘55—$28.3 
W.C. (mil.) ‘56—$32.6 


SMITH-CORONA 5534- 245 


W.C. (mil.) ‘55—$14.6 
W.C. (mil.) ‘56—$14.8 


SPERRY RAND CORP. 699.2 
W.C. (mil.) ‘55—$206.1 
W.C. (mil.) ‘56—$240.3 


UNDERWOOD CoRrP. 69.2 
W.C. (mil.) ‘55—$33.4 
W.C. (mil.) ‘56—$35.5 


\_Deficit. !—12 months ended April 30. '—9 months ended April 30 
“Formerly Felt & Tarrant Mfg. Co. “—9 months ended March 31. —Years ended March 31, 1956 and 1957 


n.a.—Not available. '\—Plus stock. 


Addressograph-Multigraph: The rapid run-up in the price of the shares National Cash Register: This major member of the industry should enjoy 

appears to have amply discounted near term earnings prospects. The $4.00 further earnings and sales expansion in the current year. The $1.20 dividend | 

dividend seems assured, and chances are good for another stock dividend may again be augmented by a stock payment (Al 

this yeor. (BI Royal McBee: Although sales will be well maintained, research and develop 
ment expenditures will hold net income down. The $1.40 dividend rote 

Burroughs Corp.: Shipments are expected to improve, as electronics be should not be distributed, however. (B2 

comes a more important factor, but little earnings betterment is anticipated } 

The $1.00 should be maintained Bl Smith-Corona: Profits should widen as the full results of recent merger 
with Kleinschmidt Laboratories are felt. The over-$5.00 earnings affords 
ample coverage for the $1.80 dividend. (B1 


AMAA ISIPLELTMNOE BL I ShPEZIO 


Comptometer Corp.: Recent reorganization may lead to modest profits after 


2 years of deficits, but dividend outlook is hazy Sperry-Rand: Sales increases should continue but profits will remain rela 


tively unchanged from year-earlier levels. Outlook is good. The 80¢ dividend 
: will be well covered. (B2 

Marchant Calculators: Although progress is being made in the electronic 
computer field, company still relies on its good standard calculator lines Underwood Corp.: High costs of entering the electronics field will continue 
Sales and earnings should not be materially changed from last year to hold earnings to modest proportions. The dividend should be retained 
The $1.30 dividend is secure. (B2 at the recently reduced 10¢ quarterly level. (C2 


RATINGS: A)—Best Grade 1—Improved earnings trend 
B)—Good Grade 2—Sustained earnings trend 
C)—Speculative. 3—Lower eornings trend 


D)—Unottractive. 
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Another significant factor in the field is the steady 
increase in the trend toward equipment rentals, as 
opposed to outright purchase. IBM has of course led 
the way in this field, but more and more firms have 
now established rental policies, or arranged rental 
dealerships for the convenience of their customers. 
Although rental on a large scale can play hob with 
an equipment maker’s standard accounting and de- 
preciation policies, the obvious success of IBM, which 
boasts the industry’s highest profit margins, has 
spurred others to emulate its procedures. 


Foreign Operations 


But perhaps the most important advances the 
industry is making is in foreign fields. Without ex- 
ception, members of the industry have taken active 
steps to establish themselves in foreign countries, 
and especially in Europe, where office equipment and 
techniques lag far behind the progress that has been 
made in this country. Most of the companies prefer 
to build factories abroad, rather than ship finished 
products because of the combined advantages of a 
ready market and an available skilled, cheap labor 
force. The results to date have been impressive. 

Sperry-Rand attributes 21‘. of its revenues to for- 
eign sales and IBM, through its subsidiary IBM 
World Trade Corp., has branch office in most areas 
of the free world and manufacturing facilities in 
scores of countries. The subsidiary’s sales were 
almost $120 million last vear. Burroughs Corpora- 
tion, well represented in Canada and the United 
Kingdom realized 17‘< of its sales from that source, 
and Marchant Calculator, though small, exported 
20°: of its calculators last year. 

Thus the industry is riding the crest of world-wide 
prosperity. The results are best witnessed in the 
popularity most of the stocks have enjoyed in the 
market this year. 


Major Producers 


By far the most dominant member of the industry 
is International Business Machines. The company’s 
products range from conventional and electric type- 
writers through punch-card system accounting ma- 
chines, time recorders, central control systems and 
giant electronic computers. As a major military con- 
tractor, IBM is an important supplier of electronic 
equipment and produces intricate parts for advanced 
navigational and bombing systems. In addition, its 
“Project Lincoln” is a part of the government’s 
multi-billion dollar SAGE (semi-automatic ground 
control environment) air defense program. 

The last five years have been a series of consecu- 
tive record breakers for IBM. Since 1952 sales have 
more than doubled, climbing from $333 million in 
that year to $734 million in 1956. Earnings, adjusted 
for the 2-for-1 stock split in May, 1957 have kept 
pace, rising from $2.85 per share to $6.55 over the 
same period. 

So far this year, the record-breaking performance 
remains intact. First quarter sales and rental re- 
ceipts were 30% ahead of a year ago, while earnings 
advanced to $1.78 per share compared with $1.43 in 
the initial period of 1956. For the half, sales figures 
have not yet been released, but net earnings were 
reported $8 million higher than a vear ago, and on a 
per share basis were equal to $3.47 compared with 
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ever, by changes in depreciation policies which re- 
duced reported earnings by almost $5 million, 
although there was a partial offset in the $2.8 million 
reported in non-recurring sales. 

Earlier this year, IBM resorted to equity financing 
for the first time in many years, raising $225 millior 
through the sale of stock to shareholders. 

Full year results will probably exceed the $6.55 
per share earned in 1956, but as usual heavy research 
and development expenditures wil] hold down re- 
ported net. The $2.40 dividend, offering only a 
nominal yield at current prices for the stock, is the 
least to be expected. 

National Cash Register, for years the most impor- 
tant manufacturer of cash registers, is also a major 
producer of accounting machines and other office 
equipment. Earlier in the year the company con- 
sidered merging with the Underwood Corporation, 
but the talks have now been officially terminated. 

Although late to enter the electronic field, National 
is moving rapidly to close the gap. Funds for product 
development are budgeted at $13 million in 1957, a 
figure eight times larger than that budgeted ten 
years earlier for the same purpose. A data-processing 
system for electronic banking has been developed 
and is almost ready for commercial application. 
Named the Post-Tronic, National has great hopes 
that the new system will be a major step forward 
in bank automation. In addition, the company is 
working jointly with Pitney-Bowes in the develop- 
ment of a high speed sorting machine for bank 
checks and other business papers. 

In June of this year, the company’s chairman ex- 
pressed confidence that sales would reach $400 mil- 
lion in 1957 on top of the record shattering $341 in 
1956. Net income, held back by research expenditures 
was not expected to increase proportionately but 
further gains were anticipated. 

In the first quarter the prediction held good. Sales 
were 20% higher than a year ago at $87 million, 
but earnings per share were ahead less than 10% 
to 54¢ from 50¢ in last vear’s initial quarter. 

Dividends have always been conservative, making 
the stock unattractive on a yield basis, but with 
earnings expected to pass the $3.00 per share mark 
for the full year, the $1.20 present rate may well be 
increased, or the company may again disperse a stock 
dividend, as it did last year. 

Sperry-Rand, second largest in the field, and also a 
major electronics producer, scored an impressive 
sales advance in the year that ended March 31, 1957. 
After a record $710 million in the 1956 fiscal year, 
they jumped almost 23% to $871 million, but lower 
profit margins on defense contracts, and higher labor 
costs in other lines caused earnings to drop from 
$1.80 per share last year to $1.74 in the year just 
ended. 

Defense contracts still account for a major por- 
tion of sales, but the company’s major position in 
the electronic computer field through its popular 
“Univac”, and its dominance in the instrumentation 
field seem to assure a rising civilian market. 

For 1957-58, sales should continue their year-to- 
year advances, and profits, though modest, will prob- 
ably compare favorably with last year’s. The $0.80 
dividend seems assured, but may be augmented if 
sales of an improved modei Univac come up to expec- 
tations. Growing foreign (Please turn to page 618) 
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Diverse Earnings Prospects: 



































For RAIL EQUIPMENTS 


By JOHN E. FULLERTON 


Seldom has the railroad equipment industry, 
notorious for its “feast-and-famine” characteristics, 
known such lasting prosperity as has been experi- 
enced in the last two years. Furthermore, this trend 
bids fair to persist through 1958. The high rate of 
activity traces primarily, of course, to the well being 
of its leading customer and to the excellent business 
conditions that have prevailed. Although not all of 
the industry’s representatives have fared equally 
well, for most results have proved most satisfactory. 
Prospects now appear reassuring for two rea- 
sons: (1) Urgent need for operating economies in 
manpower calls for installation of as much auto- 
matic equipment as possibly can be justified—such 
as central traffic control systems and so-called auto- 
matic classification freight yards; and (2) moderni- 
zation of rolling stock has resulted in build-up of a 
backlog of freight car orders approximating a full 
year’s capacity output. Moreover, plans are being 
considered for efficient pooling of orders for new 
box cars so as to spread available business over 
longer cycles. 

nder the circumstances, one might suppose that 
the investing public would have adopted a more con- 
fident attitude toward stocks of major manufac- 
turers. Such has not been the case, Although some 
issues edged higher, most of the top companies find 
their stocks fluctuating in a comparatively narrow 
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range not far from levels prevailing a vear ago or 
even two years ago. In a way this is not surprising, 
for long periods of time are required to persuade 
the investing public to change its notions regarding 
prospects for any individual industry. Railroad 
equipment shares have been regarded for so long as 
vulnerable to cyclical influences that they have been 
avoided by institutional investors and others inter- 
ested chiefly in “growth” situations. Accordingly, it 
would be only realistic to assume that the public 
may continue to look askance at this group and per- 
mit shares of well managed companies to sell at 
prices affording high returns on well protected 
dividends. 


Plans to Smooth Cyclical Swings 


Greater appeal could be envisioned for leading 
manufacturers in this segment of equipment making 
if investors could be convinced that operations might 
avoid the extreme peaks and valleys of the past. It 
seems possible that something may be done in this 
direction—primarily in the interest of national de- 
fense. Officials of the American Association of Rail- 
roads, for example, have indicated apprehension 
over the possible serious weakening of the railroad 
equipment industry unless conditions can be stabi- 
lized, Some companies already have withdrawn from 
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Ist Quarter 

Net Sales Net Profit Margin 
1956 1957 1956 1957 
—(Mitlions)— % % 1956 


ACF INDUSTRIES 179.7°> 202.5% 3.3 2.9 4.67° 
W.C. (mil.) ‘55—$52.8 

W.C. {mil.) ‘56—$53.6 

ALCO PRODUCTS $30.9 $45.3 25% 11.1% $ 40 
W.C. (mil.) ‘55—$51.8 

W.C. (mil.) ‘56—$44.6 

AMER. BRAKE SHOE 47.1 48.4 4.5 5.1 1.76 
W.C. (mil.) ‘55—$26.3 

W.C. (mil.) ‘56—$32.3 - 

AMER, STEEL F’NDRIES. 57.9! 58.5' 7.4! 6.0! 3.56! 
W.C. (mil.) ‘55—$27.6 

W.C. (mil.) ‘56—$33.2 

BALDWIN-LIMA-HAM. 48.0 48.1 1.4 3.1 16 
W.C. (mil.) ‘55—$63.9 

W.C. (mil.) ‘56—$67.8 

BUDD CO. 83.9 83.1 47 3.2 .88 
W.C. (mil.) ‘55—$54.3 

W.C. (mil.) ‘56—$66.2 

GEN. AMER. TRANS. 48.4 49.7 6.4 
W.C. (mil.) ‘55—$44.5 

W.C. (mil.) ‘56—$74.3 

GEN. RAILWAY SIGNAL n.a. n.a. n.a. n.a. 5S 
W.C. (mil.) ‘55—$9.8 

W.C. (mil.) ‘56—$9.2 

N. Y. AIR BRAKE 12.9 12.8 4.6 5.0 82 
W.C. (mil.) ‘55—$15.8 

W.C. (mil.) ‘56—$15.4 

POOR & CO. 10.8 10.7 5.4 4.2 1.35 
W.C. (mil.) ‘55—$6.6 

W.C. (mil.) ‘56—$9.9 

PULLMAN 97.2 91.2 3.0 2.7 1.32 
W.C. (mil.) ‘55—$123.8 

W.C. (mil.) ‘56—$117.0 

STAND. RWY. EQUIP. 5.3 8.8 8.7 12.1 37 
W.C. (mil.) ‘55—$8.6 

W.C. (mil.) ‘56—$9.7 

SYMINGTON-GOULD 15.4 n.a. 6.0 n.a. .30 
W.C. (mil.) ‘55—$5.6 

W.C. (mil.) ‘56—$5.5 

UNION TANK CAR 8.1 99 188 17.4 65 
W.C. (mil.) ‘55—$6.2 

W.C. (mil.) ‘56—$6.1 

WEST. AIR BRAKE 48.1 59.4 5.2 5.3 61 
W.C. (mil.) ‘55—$77.9 

W.C. (mil.) ‘56—$90.6 

YOUNGST'N ST. DOOR n.a. n.a. n.a. 
W.C. (mil.) ‘55—$8.8 
W.C. (mil.) ‘56—$9.5 
n.a.—Not available. 
(W.C.)—Working capital. 


6.8 1.30 


n.a. n.d. 


American Brake Shoe: Diversification has reduced volume in railroad sup- 
plies to about 40 per cent of sales. Sales and earnings likely to reach new 
peak for year. Higher extra dividend possible. 1 

ACF Industries: Sharp rise in freight car shipments contributing to earnings 
gains. Diversification in automotive and electronic fields expanding. Ade 
quate coverage for $4 dividend. (B2 


Alco Products: Slower production rate in locomotives and adverse effects of 
prolonged strike likely to depress earnings moderately this year. Prospects 
only fair. Coverage for $1 dividend ample 


American Steel Foundries: Rising costs of labor and raw materials exerting 
pressure on margins despite modest price increases. Earnings may drop to 
below $6 a share, but another stock dividend possible. (C2 


Baldwin-Lima-Hamilton: Rail equipment business relatively small. More 
emphasis on construction equipment and other heavy capital goods. Modest 
earnings gain indicated, but outiook still unimpressive. (C2 


Budd Co.: Unpromising outlook for passenger rail car manufacturers tend 
ing to hold back output of this company. Keener competition in auto parts 
indicates limited margins. Earnings may sag slightly. (C2 


General American Transportation: Expansion in leasing of tank car fleets 
and better volume in freight car production point to new high in sales and 
earnings. Another increase in dividend possible. (Bl 

General Railway Signal: Trend toward wider adoption of modern signaling 
equipment in traffic control systems and in communications likely to sustain 
demand for products. Higher dividend indicated. (B1) 


(A)—High-grade investment quality. 


Position of Leading Rail Equipment Companies 


Net Per Share 
1957 1955 


!—6 months ended March 31. 


Full Year 
Dividend Per Share 

Earned Per Share Indicated 
1956 1956 1957 


$4.00 


Price Range Recent Div 
1956-1957 Price = Yield 


422° $662 $6.08 $4.00 


.26 1.90 2.11 1.00 1.00 23%8-16'2 17 5.8 


1.83 5.08 6.64 2.90 2.90 572-3938 51 5.8 


2.74! 3.17 6.52 2.40- 2.40 54 -37'2 42 57 


34 84 86 40 40 15'2-1154 1402.8 


58 3.34 1.97 1.40 1.40 2134-17'8 20 7.0 


1.43 5.25 5.71 3.15 3.50 88 -60's 87 4.0 


74 1.51 3.10 1.35 1.50 34 -20'2 33 4.5 


89 2.93 2.56 1.60 1.60 3338-23 26 «5.3 


77 3.29 3.01 1.75 2.00 3834-22 31 6.4 


74\4-59'2 63 6.3 


82 1.08 2.19 1.00 1.00 1838-1234 18 5.5 


.28 .90 1.20 50 65 14 - 8% 11 5.9 
.64 2.60 2.40 1.60 1.60 36 -27% 30 5.3 


76 2.98 2.86 1.20 1.20 3638-26'2 29 4.1 


n.a. 2.27 4.22 2.00 2.00 30 -20 27 +74 


“—Plus stock. 
3—9 months ended Jan. 31. 


N.Y. Air Brake: Encouraging progress in diversified materials-handling, 
pump and machinery lines should stabilize operations. Brake business active 
Recovery in earnings expected this year. (C2 

Poor & Co.: Prospect for setup in track maintenance activity expected to 
bolster sales of supplies this year. Increase in shipments and earnings anti 
pated. Coverage ample for $2 dividend. (C2 

Pullman: Expansion in freight car volume and improved results in other 
activities expected to offset cutback in trailer output. Financial position 
strong. Usual extra dividend likely this year. (B2 

Standard Railway Equipment: More abundant raw materials enabling sup 
plier of special freight car components to boost shipments. Sharp increase 
in earnings indicated. Dividend increase logical. (C1 

Symington-Gould: Higher volume in freight car output helps this company’s 
parts sales. Progress of Wayne Pump subsidiary also important. Despite 
marginai position, has some speculative appeal 

Union Tank Car: Popularity of leasing arrangement favorable for this second 
major tank car operator. Earnings recovery anticipated on increased volume 
this year. Dividend of $1.60 secure. (B1 

Westinghouse Air Brake: Rising demand for automatic signal devices in 
freight yards and on line expected ta combine with brake sales to bolster 
output. Gains anticipated in construction equipment. $1.20 dividend secure. 
BI 


Youngstown Steel Door: Promising output for freight car business favorable 
for this vital parts supplier. Record sales and earnings indicated. Substan- 
tial year-end extra dividend seems possible. (C1 
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6778-55 63 6.3% 
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RATINGS: 1—Improved earnings trend. 
| B)—Good Grade. 2—Sustained earnings trend. 
C)—Speculative. 3—Lower earnings trend. 
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7.0 
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the field and others have shown an inclination to 
place greater emphasis on other activities. 

To assure preservation of adequate production 
facilities so that the nation’s transportation system 
nee] not be jeopardized in an emergency the Asso- 
cia‘ion has proposed an arrangement in co-operation 
with federal agencies to permit carriers to pool 
equipment buying so that orders might be better 
spaced from year to year. Industry experts contend, 
for example, that 50,000 freight cars should be re- 
tir d annually over the next several years in a cam- 
pa'rn to improve facilities. Replacement of such 
un ‘s and normal additions to rolling stock would 
pr: vide an annual backlog of orders approximating 
70 100 to 80,000 cars, it is estimated. 

isiness of this volume would be sufficient to 
as: ire a high rate of operations for companies re- 
m: ning in the business. Production this year may 
ap roach 90,000 cars if output is not seriously re- 
du ed in the current quarter by vacations in manu- 
fa. uring plants and among suppliers of raw mate- 
ri: s. Accordingly, if production could be assured 
at level of 70,000 to 90,000 cars a year, there is 
lit’ e question but that the industry could alleviate 
so} ie of the cyclical aspects of operations. 

.\ssistance might be needed in financing steady 
pu chases—especially if tight credit conditions per- 
si Railroad equipment trust certificates bearing 
high interest rates testify to the difficulty of raising 
furds at critical times. Plans have been discussed 
embracing federal assistance in guaranteeing bor- 
rowing of this nature. Accomplishment of results 
along lines proposed by the Association of American 
Railroads would provide the basis for higher ap- 
praisals in this group. 

stocks of the rail equipment makers have appeal 
at times, however, for individuals interested in capi- 
tal gains. As an example, it may be observed that 
progressive manufacturers may reap substantial 
profits in times of good business. Inasmuch as they 
have little reason for expansion of their facilities in 
expectation of future growth, managements have 
shown an inclination to utilize accumulated earnings 
either for diversification in other industries or for 
reduction in capitalization. Occasionally, a company 
may decide to request stockholders to offer shares for 
redemption at prices prevailing after a substantial 
rise, 

Numerous companies have embarked on manufac- 
turing activities not dependent on railroad opera- 
tions as a move to level out peaks and valleys of the 
rail equipment business. ACF Industries has gone 
a long way in this direction. As a result, it is thought 
that railroad equipment volume accounts for only 
about 35 per cent of earnings, The company has be- 
come established in electronics and atomic energy 
activities to such an extent that it may be said to have 
taken on moderate growth characteristics. Tank car 
leasing and valve-and-fittings income is expected to 
become increasingly important. Meantime, as a lead- 
ing producer of freight cars, the company promises 
to fare well for some time. 

Pullman has sought diversification in the growth 
petrochemical field through acquisition of the M. W. 
Kellogg Company, designer and builder of refin- 
eries; as well as in highway transportation through 
aldition of the Trailmobile Company. These non- 
related ventures may be expected to contribute to 
eirning stability. As a matter of fact, the trailer- 
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truck business appears to have exerted a restraining 
effect on the company’s profits this year. Pullman 
on occasion appropriated funds for reduction of 
capitalization through open market purchases of the 
stock. The strong financial condition has suggested 
that consideration might be given again to such a 
program. 

Most companies have undertaken some measure 
of diversification. American Brake Shoe has built 
up a considerable volume in brake linings and other 
products for the automotive industry along with 
pumps and automatic controls for others. American 
Steel Foundries has gone into production of machine 
tools, roller chains, hydraulic machinery and similar 
products. Baldwin-Lima-Hamilton has placed increased 
emphasis on construction equipment. 


Intra-Industry Diversification 


Disregarding factors other than rail equipment 
activities that may have a bearing on operations of 
individual companies, it may be well to observe that 
there is considerable diversification within the indus- 
try itself. In the first place, purchases by railroads 
involve not only freight and passenger cars but 
locomotives and an increasing amount of electronic 
devices applicable to yard operations and to dis- 
patching orders along the line. As a result of the 
need for replacement of manual operations in the 
interest of economy, equipment purchases have 
spread to radio communications and to electronic 
office devices. 

Now that diesel locomotives have displaced steam 
engines in about 95 per cent of the industry, railroad 
managements have turned aggressively to improve- 
ment of operating facilities. Many leading carriers 
have been installing “push button” freight classifica- 
tion yards at strategic points. Modern equipment 
helps carriers to provide faster service and enlarge 
facilities by eliminating non-productive time, It has 
been demonstrated that such installations of classifi- 
cation tracks, automatic retarders, etc., repay origi- 
nal costs within three to four years. 

Centralized traffic control systems regulate train 
movements over comparatively extensive trackage 
areas and through economies in allocation of rights 
of way provide increased capacity for train move- 
ments. These installations include automatic 
warning equipment for crossings, eliminating use 
of flagmen. As these installations increase they will 
mean added operating economies which can be de- 
voted to additional equipment. Comparatively few 
modern classification yards have been completed, for 
example, and it is estimated that almost 200 could 
be profitably utilized. 


also 


Equipment Can Pay for Itself 


Westinghouse Air Brake’s Union Switch & Signal 
subsidiary is a leading manufacturer of electronic 
signal equipment and central traffic control systems. 
General Railway Signal is another leading supplier 
of devices used in regulating train movements safely 
and swiftly. Automation equipment embracing ana- 
log computers for speedily estimating and control- 
ling car speeds in vard movements also are being 
adopted. Immense savings are envisaged in wide use 
of new equipment, but the transition will be retarded 
by financing problems and (Please turn to page 617) 
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What Chance er 
For Recovery—And When | bi} 


By JOHN D. C. WELDON 


Premise of continued recovery in agricul- 
tural purchasing power may provide a more cheer- 
ful environment for farm machinery manufacturers. 
The degree of prosperity on the farm always has 
helped determine the trend of sales and earnings of 
leading equipment makers. Unless farmers feel con- 
vinced they can dispose of their crops for satisfac- 
tory prices they will hesitate to order new tractors, 
hay balers, combines and other labor-saving devices. 
Hence, the trend of farm commodity prices and the 
attitude of Washington legislators have considerable 
bearing on sentiment in rural areas and on buying 
intentions of the citizenry. 

Two major factors have contributed to a more 
reassuring background for manufacturers in this 
segment of industry: (1) Rising farm income and 
(2) forecasts of more satisfactory weather condi- 
tions in the so-called “‘dust bowl” where crops have 
been disappointing for years. In addition, leading 
manufacturers have raised prices to counteract 
higher labor and materials costs and anticipate bet- 
ter margins this year. Unusual expenditures on de- 
velopment of new models last year have been con- 
siderably reduced on this season’s lines. In other 
words, many adverse trends that contributed to a 
generally poor showing in the fiscal year ended last 
October have been moderated. 

Of all these factors the weather could prove the 
most important over the long run. Most companies 
have indicated that equipment sales in areas affected 
by the widespread drought since the war have been 
seriously curtailed by reason of inability of farmers 
to finance purchases. Prolonged rains in the South- 
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west, bringing floods in some sections, have soakec 
parched acres. The unusual increase in moisture ha: 
sharply curtailed relief allocations to drought 
stricken communities. Weather observers aided b) 
improved forecasting techniques have pointed t 
evidence of “radical” changes in prevailing move 
ments of upper air flowing off the Gulf of Mexic« 
toward the western prairies. Continuance of this 
shift in currents would mean restoration of a nor 
mal pattern for movement of moisture clouds ove) 
drought-ravaged areas. More time will be requirec 
to confirm hopeful prophecies of the weather ex- 
perts, but the outlook is heartening. Assuming that 
farmers look forward to harvesting normal crops in 
the next couple of years, one can anticipate a re- 
covery in equipment sales in the Southwest. 


Shifts in Farm Income and Population 


A high rate of industrial activity enjoyed in most 
sections of the country, the continued high level of 
disposable income, and the steadily increasing popu- 
lation may be expected to stimulate food consump- 
tion and provide a sustaining influence for com- 
modities. Al] indications point to establishment of 
another new peak for purchasing power and for 
consumption of food. 

Net farm income increased last year an esti- 
mated 5 per cent over the 1955 total of about $11.3 
billion and another advance is indicated this year. 
Washington officials are projecting a total, including 
price support payments, approaching $12.5 billion. 
Such a figure would compare favorably with the 
OF WALL STREET 


THE MAGAZINE 


pene 


FI 

















soakex 
ure has 
rought 
ded by 
ited to 


move 
Mexic« 
of this 
a nor 
Is ove} 
quirec 
ler ex- 
ig that 
rops in 
» a re- 


n most 
avel of 
popu- 
sump- 
com- 
ent of 
id for 


esti- 
$11.3 
year. 
uding 
illion. 
h the 


TREET 








average farm receipts over the last 15 to 20 years, 
although it still falls considerably short of the post- 
ar peak recorded 10 years ago at about $17.2 bil- 


w 
lion. A closer study of rural purchasing power sug- 
gests that current income based on a per capita 
formula may not be too far out of line with experi- 
ence of a decade ago, since farm population has 
shown an almost constant decline since beginning 
of World War II when industrial activity began to 


expand rapidly. 

neidentally, this contraction in the rural popu- 
lave has posed a problem for equipment manufac- 
turers which leading concerns have been endeavor- 
ins to solve since the Korean boom. In short, the 
p tential market is shrinking as small uneconomic 
¢) »p producing acreage is withdrawn and converted 
t. other purposes. Implement makers have been 
c mpelled to seek other activities for diversification 
o to attempt cultivation of foreign markets where 
t}e need for labor-saving appliances is greater than 
i: this country. As will be pointed out further along 








impressive progress in activities other than farm 
machinery. 

Another factor tending to restrict demand for 
new implements is the problem of surplus crops. 
Washington Administrations for years have been 
confronted with the necessity of providing subsi- 
dies of some kind for farmers. Under provisions of 
the Soil Bank measure adopted last year the Depart- 
ment of Agriculture is authorized to disburse funds 
to compensate growers for taking land out of pro- 
duction. Acreage thus is diverted from crop plant- 
ings that would require tillage tools to soil-conserv- 
ing crops. In the end, sponsors of the legislation are 
hopeful that surplus harvests may be reduced and 
that farmers may be better able to finance equip- 
ment purchases for cultivating their acres. 

Steady contraction in our farm population has 
spurred manufacturers to develop complementary 
operations. This policy has become increasingly im- 
portant as the entire problem of crop support legis- 
lation has attracted national attention. Industry ob- 





























i: this discussion, several manufacturers have made servers have pondered (Please turn to page 619) 
| Position of Leading Farm Equipment Stocks 
Full Years 
Net Sales Net Profit Margin Ist Quarter Dividend Per Share Div 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
(Millions) % » 4 1955 1956 1956 1957 1956 1957 1956-57 Price , 
ALLIS-CHALMERS $ 535.0 $ 547.4 4.6% 3.7% $3.03 $2.42 $ .71 $ 61 $2.00 $2.00 3758-30's 34 5.9% 
W.C. (mil.) ‘55—$273.8 
W.C. (mil.) ‘56—$267.4 
CASE, J. I. 94.8 67.0 9 7.3 JW 72 2.25! 1.18! 18'2-11'2 \7 
W.C. (mil.) ‘55—$84.5 
W.C. (mil.) ‘56—$82.4 
CATERPILLAR TRACTOR 533.0 685.9 6.7 8.0 4.18 6.08 1.36 1.60 1.95 2.40 99'2-55'2 &7 27 
W.C. (mil.) ‘55—$101.6 
W.C. (mil.) ‘56—$164.1 
DEERE & CO. 339.5 313.5 8.3 6.3 3.9i 2.67 1.07! 2.10! 1.75 1.62 3475-2558 30 5.4 
W.C. (mil.) ‘55—$304.7 
W.C. (mil.) ‘56—$298.7 
INTER. HARVESTER 1,165.7 1,252.0 47 3.9 3.60 3.16 1.56! 1.20! 2.00 2.00 4158-33's 35 5.7 
W.C. (mil.) ‘55—$399.3 
W.C. (mil.) ‘56—$425.1 
MINN.-MOLINE 72.2 66.2 9 8 14 16 n.a n.a 2458-13's 14 | 
W.C. (mil.) ‘55—$39.2 
W.C. (mil.) ‘56—$40.7 
MYERS (F. E.) & BRO. 12.7 13.6 7.9 7.9 5.02 5.27 1.89- 1.74- 3.00 3.00 50 -4254 44 6.8 
W.C. (mil.) ‘55—$5.4 
W.C. (mil.) ‘56—$5.8 
| 
OLIVER CORP. 133.6 107.8 3.5 1.7 2.13 76 1S! 28! 70 60 1738-11 13 46 
W.C. (mil.) ‘55—$62.1 
W.C. (mil.) ‘56—$63.3 
(W.C.)—Working Capital. '—6 months ended April 30. | 
‘__Deficit. “—6 months ended March 31. 
n.a.—Not available. 
Case (J. 1.) Co.: Consolidation with American Tractor broadens markets and than farm machinery, company still is largest maker of agricultural equip- 
increases growth potential in non-farm lines. Earnings on upgrade but re ment. Modest expansion in sales and earnings indicated this year. (Al 
sumption of common dividends seems unlikely in near term 
Minneapolis-Moline: Greater productive efficiency attained in plant reor 
Caterpillar Tractor: Construction machinery becoming increasingly important ganization promises some recovery in earnings, but dividend resumption 
and showing promise of better gains. Slower start on road building than seems unlikely. Logical condidate for merger in another line. (C1 
anticipated Whely to held comings below 1996 recvits 2 Myers (F. E.) & Bro.: Strong demand for pumps in agricultural areas points 
v wi | > rdi 
Deere & Co.: Recovery in demand for farm machinery and better control over SS i a ed tele nen ei — “oom affording 
costs point to earnings improvement. assuring coverage for indicated $1.50 7 
dividend. Growth indicated in chemical fertilizer activity Oliver Corp.: Progress in diversification encourages hope of better earnings 
stability, but competition in farm machinery remains aggressive. Good 
International Harvester: Although motor truck volume is more important manufacturing facilities offer prospect of merger in due course. (C2 
RATINGS: (A)—Best Grade 1—Improved earnings trend 
(B)—Good Grade. 2—Sustained earnings trend 
(C)—Speculative. 3—Lower earnings trend 
(D)—Unattractive. 
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Stock Groups 

At this writing the market is 
back in the doldrums, following 
failure of the Dow industrial aver- 
age (and other broader measures 
of average industrial stock prices) 
to forge through the 1956 all-time 
highs on a mid-July test thereof. 
Current variations in stock-group 
behavior are mostly within mod- 
erate limits, perhaps limiting 
their prophetic significance even 
on a near-term basis. Recent per- 
formance has been somewhat bet- 
ter than average by the automo- 
bile group, bank stocks, cement 
stocks, auto parts, air lines, bak- 
ing, electrical equipment, finance 
companies, food brands, metal 
fabricating, mail order stocks and 


paper. Groups recently under 
more than average pressure in- 
clude aircrafts, although they 


show some tentative rallying ten- 
dencies at the moment; aluminum, 
coal, copper, drugs, motion pic- 
tures, oils, gas pipe lines, ship- 
ping, steel and tobaccos. 


Leadership 
The trouble with the market 
probably is not primarily tech- 


nical resistance around the indus- 
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trial average’s old top. It is “tired- 
ness” in groups which have paced 
the rise since February or con- 
tributed importantly to it, includ- 
ing oils, drugs, office equipment, 
electrical equipment and steels; 
and it is general reluctance of in- 
vestors to keep reaching for popu- 
lar growth stocks, many of which 
are very high on probable earn- 
ings and dividends for two or 
more years ahead. If the market 
is to extend the summer rise even 
moderately, following current 
minor reaction, some fresh leader- 
ship seems required. There are 
plenty of depressed or relatively 
laggard groups. A few might 








most 


come to life; but in cases 
earnings prospects are poor or so- 
so for 1957, if not beyond. Un- 
less there is an apparent basis 
for significant improvement in 
earnings without too long a wait, 
it is difficult to envision investors 
developing a taste for stocks 
simply because they are “behind 
the market.” 


Strong 

Among the minority of indi- 
vidual stocks meeting above-aver- 
age demand at this time are Cle- 
vite, General Tire, McGraw-Hill, 
American Machine & Metals. An 











Consolidated Laundries Corp. 
Champion Paper & Fibre 
Great Atl. & Pac. Tea Co. 
National Tea Co. 

Ex-Cell-O Corp. 

Kroger Co. 

Schenley Industries 

Eastern Gas & Fuel Assocs. 
Virginian Railway 
Continental Motors 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 








chor Hocking Glass, General 

1957 1956 

12 weeks June 15 $ .64 $ .57 

Year March 31 3.14 2.87 

Year Febr. 23 19.20 16.09 

24 weeks June 15 1.61 1.36 

6 mos. May 31 2.25 1.80 

24 weeks June 15 2.39 

9 mos. May 31 1.99 

12 mos. May 31 4.56 

5 mos. May 31 5.71 

6 mos. April 30 61 

ne 
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Foods, Grace, Lily - Tulip Cup, 
Trane, Marquette Cement, Scher- 
ing, Parke, Davis; Southern Nat- 
ural Gas, A. O. Smith, Libbey- 
Owens-Ford Glass, and Union Bag 
-Camp Paper. 


Soft 

stocks behaving significantly 
worse than the market at this 
writing include Atlantic Refining, 
3u'te Copper, Chile Copper, Elgin 
W: tch, Ex-Cell-O, Minute Maid, 
M: \lory, National Aviation, South 
Po to Rico Sugar, American Bank 


N«'e, United Shoe Machinery, 
Ur ited Fruit, Coca-Cola, Con- 
so idated Copper, Industrial 


Ravon, Kress, Lockheed, Martin, 
Nerth American Aviation, Philip 
M:rris, Solar Aircraft and War- 
ne’ Bros. 


A juy 

ir Reduction reacted from re- 
ce: t high of 65%, to around 58 (it 
is 5914 at this writing) follow- 
ins a Management statement that 
md-quarter earnings would be 
reported around $1.06-$1.08 a 
shire, against $1.12 a year ago. 
Hence, 1957 profit may be nearer 


Sec 


$4.50 a share than the $5 or more 
expected earlier. However, that 


would still be a new record, com- 


paring with $4.19 a share last 
year. More important than full- 
year results, earning power will 


get a goodly boost from higher 
oxygen and acetylene prices effec- 
tive August 1, and should reach a 
late-1957 rate around $5 or so a 
share. There are no indications 
that the company has reached the 
crest of its growth and expansion. 
The $2.50 dividend could even- 
tually go higher, perhaps in 1958, 
following two good boosts in re- 
cent vears. The stock is a better 
than average value. 


Big Three 


_ On the market’s upthrust in the 
forepart of July General Motors 








was the only automobile stock to 
reach a new 1957 high. It did so 
by a clear-cut margin, while re- 
maining, of course, under both the 
1955 and 1956 highs. Chrysler 
failed by a hair to better its ear- 
lier 1957 high of 8014. Otherwise, 
and excepting for sharper fluctua- 
tions, its pattern is similar to 
G. M.’s. Ford’s performance has 


remained relatively sluggish. It 
remains our view that all three 
issues are worth holding for 


higher prices over the next year 
or so, that sales of 1958 cars prob- 
ably will exceed those of the 1957 
models, that G. M. will make a 
partial competitive comeback but 
that the latter will be far short 
of “murdering” either Ford or 
Chrysler. 


Speculation 


Demand for stainless steel has 
for some time been growing at a 
materially faster rate than use of 
alloy steels and standard carbon 
steel. A number of large and smal] 
steel companies make stainless 
steel. There may be speculative 
possibilities in the shares of the 
relatively small, but improving, 
Eastern Stainless Steel. Its past 


record has been indifferent be- 
cause the company merely pro- 
cessed unfinished steels bought 


from others. It now has substan- 
tial and increasing electro-furnace 
steel-making capacity, as well as 
enlarged rolling mill capacity. 
Profit was $3.75 a share last vear. 
It was cut in the first quarter by 
higher costs of steel scrap and 
nickel, and by dilution from con- 
versions of debentures. However, 
scrap prices have since eased, and 
new facilities will shortly add de- 
cisively to sales potentials. Full- 
year earnings may not differ much 
from 1956’s; but they should be 
at a sharply higher rate by late 
1957 or the forepart of 1958. As 
there are only 721,743 shares of 
stock outstanding, it would take 








Woodward Iron Co. 
Eversharp, Inc. 

Wayne Pump Co. 
Hooker Electrochemical 
Sunshine Mining Co. 
Masonite Corp. 
Mueller Brass 

Wesson Oil & Snowdrift 
Texas & Pacific Rwy. 
Dana Corp. 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1957 1956 
6 mos. June 30 $ .52 $ 1.87 
Quar. May 31 17 75 
6 mos. May 31 -66 1.42 
6 mos. May 31 .70 -94 
12 mos. June 30 -27 48 
Quar. May 31 .84 1.32 
Quar. May 31 -83 1.52 
9 mos. June 1 1.06 1.91 
5 mos. May 31 3.50 7.85 
9 mos. May 31 4.22 5.35 

— 
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no great progress in net income 
to mean earnings of $8-$10-$12 
or more a share. We cite such fig- 
ures as a possibility, not a fore 
cast. The stock, now around 58, is 
quite speculative, but also quite 
interesting. 


Growth? 

Growth stocks are usually recog- 
nizable as such only after they 
have already had _ considerable 
growth in market price. Issues 
which have long been generally 
regarded as growth stocks tend to 
be habitually over-priced. It is 
difficult to recognize whether in- 
terruption of profit growth — two 
examples are Dow Chemical and 
du Pont—is temporary or is indica- 
tive of maturity. Investors would 
find it sobering to note the changes 
from decade to decade, or even 
from year to vear, in brokers’ lists 
of the most favored growth stocks. 
Once Abbott Laboratories was the 
prized growth stock in the drug 
group. From 1932 to 1952, com- 
pany’s sales went from $3.6 mil- 
lion to $85.5 million, share earn- 
ings from 12 cents to $2.25, the 
dividend from 13 cents to $1.95, 
the stock from 1!. to 6415. But 
that was that. We know now that 
share earnings actually reached a 
peak over 10 years ago at $3.11 
in 1946. (They were $2.80 last 
vear.) The dividend is $1.80, or 
less than it was as far back as 
1950 at $1.85. The stock is around 
50 in a five-year range of 6410- 
301,—and is probably going no- 
where. For a long time Monsanto 
Chemical was a favored growth 
stock. It’s a question mark now. 
The last high was 525% in 1955, 
the 1956 high was 5114, the 1957 
high to date was 41%,. Thus, the 
1955-1957 performance has been 
inferior to that of the Dow indus- 
trial average. Ditto for the highly 
regarded—and evidently over-rated 
-duPont, which now shows a 
three-year succession of declining 
tops as follows: 1955, 24954; 
1956, 237: 1957 to date 206. 


Others 

Growth has not ended; but if 
today there is a proven growth 
stock which remains at all cheap, 
the writer does not know what it 
is. The recognized growth stocks 
are amply priced to over-priced 
on a current appraisal in most 
cases. That goes for Eastman 
Kodak, International Business 
Machines, National Lead, Owens- 
Corning Fiberglas, Union Car- 

(Please turn to page 626) 
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Wis the many revolutionary changes in our economy, This we have done in our new Trend Forecaster (developed | one 
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be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to sec 
rately forecast developing business trends. most accurately project the business outlook. | itie 
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, When the Forecaster changes its direction up or down a ing 


COMPONENTS OF TREND FORECASTER* . corresponding change in our economy may be expected sev-| me 


eral months later. 
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Yr - —- 





1234 oh , | -7Os, cet | The depth or height of the developing trend is clearly pre| p= 
I*s T>’ \* New? vA | sented in our Relative Strength Measurement line, which re 
1, Incorporations \| / ‘s “ aos flects the rate of expansion or contraction in the making. When/| 
oo, | oP, 156 (Hundreds Bk so \" 109 particularly favorable indications cause a rise that exceeds 
Ba tw i" ol Us oe | (N | plus 3 for a period of time, a strong advance in general busi-| 
14.0}, a “if “2 *s ness is to be expected. On the other hand, penetration of 
| “te “4° F ee minus 3 on the down side usually precedes an important con-| 
| Durable Goods - 4 traction in our economy. 
New Orders 348.3, : ? . - 
8 i dallere 339 We believe that subscribers will find our Business Trend) 
| 4 | Forecaster of increasing usefulness both from the investmeni 
| and business standpoints. 
318} 102 Stock Prices 
| ’ MWS Index — 
. a om ate Aas . sili | Current Indications of the Forecaster 
-- -— . 49% 
ro. Ls du~ | ae _ 
lo” Raw industrial 32 SL ra | oe Going into the third quarter, the general indications pro- 
aa ba bd q | ‘ - ° 
| 82.57 Commodity Prices ==--1533l1 vided by the Trend Forecaster and its components point to 
Y Pp p 


| 1947.49 


further slow adjustment; neither accumulating recession nor 
accumulating recovery. At the beginning of the second half, 
the tone of the indicators is somewhat better than it was six 
months ago, when a clear majority appeared to be in early 






Average Hours Worked 


| Hours per week 


mes. * l pe, lee g stages of a downtrend. Now several series—nonresidential 
| V7 4 L | construction, housing starts, and durable goods orders—ap- 
‘ F a. / a pear to be in a stronger position. 

¥ VI » / “hon i Taking into consideration the whole postwar period, the 
| 137, Mousing Starts | kites Rite 7 | Relative Strength Measurement has now set a record by 
*ea,,_ (Number Millions) g _ Liabilities (Millions of Dollors) | being almost continuously in the negative range since the 
a ones te ee | | | beginning of 1956. In late 1948 and early 1949, and again 

. in 1953, the Relative Strength Measurement was negative 









Nonresidéntial 
Construction 3 
| Contracts (a) 
| 1947.'49.100) 


for a full year; in both instances it sank well below the minus 3 
range. In the past eighteen months it has held above the 
critical minus 3 level, its lowest point being minus 2.75, reached 
in the second quarter of 1956 and again in March of 1957. 
itt _] This has accurately characterized the recent period as one of 
| 1955 1956 1957 prolonged, slow adjustment, interrupted briefly by the steel 

Ree a Rp pen pee a strike of mid-1956. Indications are that more of the same type 
(a)—8 mouth moving average. of adjustment are in store for the second half. 
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CONCLUSIONS IN BRIEF 





INDUSTRY — Continues in a moderate decline. Soft 


goods output generally stable, except for some re- 
ductions in petroleum output. Hard goods produc- 
tion lower in July, owing to cutbacks in steel, other 
metals. Outlook; further slow decline in production 


through the third quarter. 


TRADE — Remains uninspired, despite some pickup in 
auto sales in late June. Department store sales also 
mocerately better in early July. Appliance volume 
continues below expectations. Outlook; stability at 
current levels through September. 


MONEY AND CREDIT — Still tight, with many inter- 
est rates at quarter-century highs. Sign of the times; 
a four-year government bond carrying a 4% covu- 
pon, and redeemable at par in two years. Outlook; 
slight easing in supply possible, but no general re- 
duction in interest rates foreseeable. 


COMMODITIES — Still nothing but a price drift. Some 
commodities in the farm group have strengthened 
seasonally; but the broad line of industrial commod- 
ities is still in the doldrums. Further slight weaken- 
ing in industrial price level probable during the sum- 
mer. 
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The summer lull has settled over business in the expected 
fashion. Ordering rates remain slack, control over inven- 
tory levels continues to tighten, retail trade remains less 
than sensational, residential building activity exhibits only 
slight improvement. On the July situation, purchasing 
agents report continued uncertainty and mixed trends. 

The outlook for the last half of the year remains 
about as uninspired as the summer outlook itself. 
While the automobile situation has not deteriorated fur- 
ther — dealers report a healthy spurt of sales in late June 
and early July —curtailments of defense spending are 
hitting many companies in the transportation equipment 
field. Steel production has slipped into the 75-80% range, 
and while some recovery for the fall is likely, there are 
few who would now bet on a steel rate averaging over 
85% in the September-December period. Backlogs of 
most hard-goods manufacturers have lightened notably 
in the past six months, and a further lightening is prob- 
able over the next six. All in ali, a lack-luster picture. 

Most analysts spend most of their time working on dur- 
able goods industries, for the very good reason that under 
ordinary conditions these are the industries that experi- 
ence the largest cyclical swings, and tend to dominate 
the general business trend. Mid-summer 1957 is no ex- 
ception to this proposition; in capital goods, building ma- 
terials, end transportation equipment lie the seeds of the 
1958 trend. However, it may be worth noting that the gen- 
eral condition of soft-goods industries is now not at all 
unfavorable. In apparel and textile lines inventories are 
considered normal, and prices firm to slightly rising. Mar- 

(Piease turn to following page) 
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Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION®* (FRB) — | 1947-'9-100 June 143 143 141 

Durable Goods Mfr. 1947-’9-100 June 160 159 157 

Nondurable Goods Mfr 1947-"9-100 June 130 130 128 

Mining 1947-'9-100 June 131 131 129 

RETAIL SALES* $ Billions May 16.4 16.3 15.9 

Durable Goods. $ Billions May 5.7 5.6 5.4 

Nondurable Goods. $ Billions May 10.7 10.7 10.5 

Dep't Store Sales 1947-'9-100 | May 124 122 122 

MANUFACTURERS’ 

New Orders—Total* $ Billions May 28.2 27.8 28.8 
Durable Goods $ Billions May 13.7 13.0 14.7 
Nondurable Goods__________| $ Billions May 14.5 14.7 14.1 

Shipments*® $ Billions May 28.6 28.6 27.8 
Durable Goods. $ Billions May 14.1 14.2 13.8 
Nondurable Goods__| $ Billions May 14.4 14.4 14.1 

BUSINESS INVENTORIES, END MO.’ | $ Billions May 89.7 89.3 85.1 

Monufacturers’ — | $ Billions May 52.8 52.6 48.6 

Wholesalers’ $ Billions May 13.0 13.1 12.7 

Retcilers’ $ Billions May 23.9 23.7 23.9 

Dept. Store Stocks. 1947-’9-100 May 140 141 134 

CONSTRUCTION, TOTAL____| $ Billions June 4.4 4.0 43 

Private $ Billions June 3.0 2.8 3.0 
Residential_ $ Billions June 1.5 1.4 1.7 
All Other $ Billions June 1.5 1.4 1.3 

Housing Storts*—a___ Th d June 970 980 1,091 

Contract Awards, Residenticl—b__ | $ Millions May 1,297 1,232 1,311 
All Other—b $ Millions May 2,103 1,545 1,669 

EMPLOYMENT 

Total Civilian ___. | Millions June 66.5 65.2 66.5 

Non-Farm Millions June 52.7 52.4 52.1 
Government Millions June 7.3 7.4 7.2 
Trade Millions June 11.5 11.4 11.2 
Factory Millions June 12.9 12.9 13.1 

Hours Worked Hours June 39.9 39.7 40.2 

Hourly Earnings __ | Dollars June 2.07 2.06 1.97 

Weekly Earnings______| Dollars June 82.59 81.78 79.19 
PERSONAL INCOME* $ Billions May 340 339 323 

Wages & Salaries. $ Billions May 235 235 223 

Propriviors’ incomes. $ Billions May 52 52 50 

Interest & Dividend $ Billions May 31 31 29 

Tronsfer Payments $ Billions May 22 21 19 

Form | $ Billions May 15 15 15 

CONSUPMER PRICES 1947-’9-100 May 119.6 119.3 115.4 

Food 1947-’9-100 May 114.6 113.8 111.0 

Clothi 1947-'9-100 May 106.5 106.5 104.8 

Housing 1947-'9-100 | May 1253 125.2 1209 

MONEY & CREDIT 

All Demand Deposits* —_—..— | $ Billions May 106.6 107.3 106.0 

Bank Debits*—g________________| $ Billions May 85.4 82.5 79.4 

Business Loans Outstanding—c_______ | $ Billions May 31.0 31.5 27.8 

instalment Credit Extended*____.__._. | $ Billions May 3.5 3.5 3.3 

instalment Credit Repaid* __—. | $ Billions May 3.3 3.3 3.1 

FEDERAL GOVERNMENT 

Budget Receipts____..__._._. === —-__—| $ Billions May 5.3 4.3 5.0 

Budget Expenditures__.. __ | $ Billions May 5.9 6.0 5.5 

Defense Expenditures__.__ | $ Billions May 3.9 3.8 3.4 

Surplus (Def) cum from 7/1 $ Billions May (0.6) (1.7) (0.5) 











PRESENT POSITION AND OUTLOOK 





gins in food processing industries remain 
good (and volume in these industries is 
notoriously stable). Chemicals output con- 
tinues strong, and inventories are well 
controlled. In two instances, soft-goods 
producers are facing up to trouble. Pet. 
roleum refining is being cut back, owing 
to rather considerable accumulation of 
finished-product stocks, which in turn re- 
flects high production and a less-thon- 
expected increase in consumption of oil 
products. In the paper industry, some ex- 
cess of capacity, and continuing inven- 
tory liquidation by users of paper prod- 
ucts, make the outlook somewhat less 
than bright. All in all, however, the soft- 
goods picture is reassuring for the short 
term. 
* 7 * 

FEDERAL FINANCE — for fiscal 
ended on June 30, the Federal budcet 
surplus ended up about where it wasf 
forecast six months ago — at somewhat ff 
less than $2 billion. Both spending and fi 
receipts turned out to be somewhat!) 
higher than anticipated, but the errors 
offset each other almost exactly. For 
fiscal 1958, budget projections show on- 7 





















1957, 8) 






other small surplus — too small to have jj | 


any significant effect on 
debt, and too small to permit any sig- 


the Federal i | 


nificant tax reduction. Despite all of 7 | 


the talk, general tax reduction for | | 


corporations and individuals still) | 


seems at least eighteen months) 
away. 
TRY TO FIND THE PRICE TREND —~ 
Consumer prices, as measured by the in- 9 
clusive Bureau of Labor Statistics’ index, § 
are still rising slowly. But it’s worth not-j 
ing that virtually all of the rise repre- 
sents seasonal advances in food prices, 
which will go into reverse in the fall, as 
abundant crops are harvested. Similarly 
with wholesale prices: the BLS inclusive 
wholesale price index rose slightly in| 
June, but again because of seasonal in- 
creases in farm products and processed 
foods. The major industrial component 
of the wholesale price index is now on 
a plateau. In fact, it is only about 2% 
higher than at the end of 1956, and is 
actually below its level of February 1957. 
One can hardly call the price trend 
a symptom of inflation, as of mid- 
1957. 


sate WES. 


a i Toten alae 


* * * 


ANOTHER LOOK AT INVENTORIES 
As of May, it is hard to find any genv- 
ine liquidation of business inventories, 
although everyone talks as if it is going 
on. In the first quarter of the year, inven-. 
tory accumulation, in terms of physical 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
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Business Failures__._.  — __ 

















—1957- - - —— 
SERIES I IV Wl 1 
Quarter Quorter Quarter Quarter 
GROSS NATIONAL Ppropuct__| 427.1 423.8 413.8 403.4 
Personal C Pp | 275.0 270.9 256.8 261.7 
Private D ic Invest | 63.3 68.5 65.1 63.1 
Net Foreign Investment. - | 4.0 2.4 1.7 0.1 
Government Purchases__>_>__ > —S 84.9 82.0 80.2 78.7 
Federal ev 49.8 48.3 47.2 46.1 
State & Local ——— | 35.0 33.7 33.0 32.6 
PERSONAL INCOME _| 336.5 333.2 327.0 317.5 
lox & Nontax Payments. 41.0 39.9 38.8 37.3 
Disp ble Income 295.4 293.3 288.2 280.2 
Consumption Expenditures — = 275.0 270.9 266.8 261.7 
Fersonal Saving—d 20.4 22.4 21.4 18.5 
CORPORATE PRE-TAX PROFITS*__ | 46.5(e) 458 41.2 43.7 
a 23.5(e) 23.1 20.8 22.1 
orporate Net Profit ss 23.0(e) 22.7 20.4 21.6 
ividend Pay ft 7 12.3(e) 119 12.3 11.8 
Be 10.7(e 10.8 8.1 9.8 
PLANT & EQUIPMENT OUTLAYS___ 36.9(e 36.5 35.9 ___ 328 
THE WEEKLY TREND 
Week Latest Previous Yeor 
Unit Ending Week Week Ago 
MWS Business Activity Index*_ 1935-’9-100 July 13 289.5 289.2 256.4 
MWS Index—per capita*_____ | 193 5-’9-100 July 13 220.0 219.7 199.0 
Stee! Production.__________ | %_ of Capacity July 20 81.0 78.7 15.3 
Auto and Truck Production_____ | Thousands July 20 151 144 147 
Paperboard Production______ | Thousand Tons July 13 154 158 203 
| Paperboard New Orders —._| Thousand Tons July 13 199 239 221 
Electric Power Output*________ | 1947-'49-100 July 13 231.4 232.3 210.4 
| Freight Carloadings__ | Thousand Cars July 13 692 535 620 
Engineering Constr. Awards__ | $ Millions July 11 325 484 657 
| | Department Store Sales_____ | 19.47-’9-100 July 13 104 94 99 
| Demand Deposits—c____| $ Billions July 10 54.8 54.3 55.3 
Number | July 13 256 190 251 
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stocks, came to a halt, on the basis of 
Department of Commerce figures. Late 
in 1956, accumulation was proceeding 
at a $4-billion annual rate. But a con- 
siderable part of this drop in the rate of 
accumulation reflected a pronounced li- 
quidation of petroleum stocks, related to 
shipments for Europe on the heels of the | 
Suez crisis. Now petroleum stocks are on 
the rise again. By all indications, final 
figures will show that on balance, phys- 
ical inventories, while they did not in- 
crease in the first half of the year, did 
not decline either. The inventory situ- 


ation is thus a stand-off; it is not 
improving as some claim. 
THE STEEL SITUATION —it now de- 


serves day by day watching. According 
to industry sources, the rate of orders 
has picked up to a little better than was 
expected in July, but it is still far from | 
back to normal. 

Big question for the steel market is 
when the automobile manufacturers will | 
come in for their needed quantities of 
sheet and rod for fourth-quarter produc- | 
tion schedules on new models. As of now, 
sheet demand is so easy that most con- 
vertible sheet mills are now running on 
light-plate products—thereby greatly eas- 
ing the pressure on this scarce product. 
It’s a good bet, now, that the steel 
rate will average no better than 





80% in July and August. 





*—Seasonally adjusted. (a)— 


Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)— 


Private starts, at annual rates. (b)- 
income over personal consumption expenditures. (e)—Estimated. (f)— 
Sources: Federal Reserve Bd., Commerce Dept., 


F. W. Dodge, for 48 states. (c) 


Weekly reporting member banks 
Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 


d) Excess of disposable | 


Revised. (1)—First Quarter. 
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1957 1957 

| No. of 1957 Range 1957 1957 (Nov. 14, 1936 Cil.—100) High Low July 12 = July 19 
| tssve8 (1925 Cl.—100) High Low July 12 = July 19 100 High Priced Stocks 236.9 215.6 236.9 235.1 
| 300 Combined Average 346.6 322.3 346.6 344.4 100 Low Priced Stocks 415.8 387.6 402.8 401.6 
4 Agricultural Implements 282.4 247.1 260.6 260.6 4 Gold Mining 762.2 627.2 680.0 680.0 
3 Air Cond. (‘53 Cl.—100) 122.8 110.2 119.4 119.4 4 Investment Trusts 184.5 166.7 184.5 182.8 
9 Aircraft (‘27 Cl.—100) 1388.8 1081.9 1081.9 1096.1 3 Liquor (‘27 Cl.—100) 1094.5 965.2 1024.9 1014.9 
7 Airlines (‘27 Cl.—100) 1002.5 751.9 832.1 792.0 9 Machinery 523.4 477.2 518.2 508.0 
4 Aluminum (‘53 Cl.—100) 464.5 375.8 451.9 443.4 3 Mail Order 174.6 157.5 164.4 164.4 
6 Amusements ....................... 172.6 151.8 157.7 159.2 4 Meat Packing 142.6 117.4 127.2 130.0 
9 Automobile Accessories ..... 384.4 341.7 377.3 373.7 5 Metal Fabr. (‘53 Cl.—100) 198.3 175.4 198.3 196.4 
6 Automobiles ........................ 54.3 47.6 54.3 53.8 10 Metais, Miscellaneous 420.9 376.4 392.6 396.6 
4 Baking (‘26 Cl.—100) 28.9 26.3 28.9 28.6 4 Paper 1060.1 904.2 1008.1 1008.1 
3 Business Machines 1285.3 956.2 1285.3 1244.1 22 Petroleum 914.4 749.7 897.9 881.5 
I atcrrincciascccemcens 652.3 556.6 652.3 640.3 21 Public Utilities 263.6 251.3 256.3 253.8 
4 Coal Mining ............. 25.1 22.3 23.5 23.7 7 Railroad Equipment 91.4 82.7 85.3 85.3 
4 Communications ...... 106.0 94.5 106.0 103.1 20 Railroads 72.7 65.7 69.9 69.2 
9 Construction .......... 126.8 118.1 126.8 125.5 3 Soft Drinks 509.8 445.5 479.8 479.8 
FE, vissesutencconenes 799.9 739.5 799.9 799.9 12 Steel & Iron 393.0 330.1 369.4 365.5 
7 Copper Mining 307.6 255.9 262.0 255.9 4 Sugar 116.9 97.9: 115.9 114.0 
2 Dairy Products ..... 112.4 103.8 112.4 110.2 2 Sulphur 924.7 815.4 924.7 907.8 
5 Department Stores ‘ 89.2 80.1 86.7 88.4 11 Television (‘27 Cl.—100) 36.0 31.6 35.3 34.9 
5 Drugs-Eth. (‘53 Cl.—100) 259.2 175.2 257.3 259.2H 5 Textiles 149.9 124.7 140.1 137.3 
5 Elec. Eqp. (‘53 Cl.—100) 244.4 215.0 242.1 244.4H 3 Tires & Rubber 197.6 164.0 197.6 195.7 
2 Finance Companies ............ 584.5 525.0 557.6 546.9 5 Tobacco 91.3 87.0 91.3 88.7 
A EE 277.5 264.0 277.5 277.5 2 Variety Stores 273.7 258.2 260.8 263.4 

ERE 182.2 153.8 180.6 182.2H 15 Unclassif’d (‘49 Cl.—100) 168.9 153.8 168.9 168.9 | 

H—New High for 1957. 
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Trend of Commodities 









0.8% 


jue 0.1%. 


adding 0.5%. 


SPOT MARKETS — The Bureau of Labor Statistics’ sensitive in- 
dex of 22 commodities rose 0.2% in the two weeks ending 
July 19, but the gain was confined to foodstuffs, while other 
eomponents of the index were lower. Thus raw foods were up 
but raw industrial materials fell 0.2% and textiles were 
The composite index has now been in an essen- 
tially sidewise trend since January, with higher food and textile 
prices counterbalancing declines in industrial materials. 
harvests should put seasonal presure on food prices and a 
downturn in the index may occur at that time. 

The broad BLS weekly index of wholesale prices continued 
to advance in the first half of July, 
ucts and foods were responsible for the upturn while other 
commodities held steady. 


Farm prod- 


Fall 


FUTURES MARKETS — Declines in futures markets outnumbered | 
advances in the two weeks ending July 19 but the gains which 
did occur were larger than the declines. As a result, the Dow. 
Jones Commodity Futures Index was little changed, closing at 
160.85, a gain of 0.02 points from its July 5 level. 

Wheat prices were buoyant in the period under review and 
the September option advanced 5% cents to close at 218. Har. 
vesting of winter wheat is in full swing but this did not inter. 
fere with the upswing in prices. There have been some reports 
that spring wheat is suffering from heat and drought but this 
condition is not widespread as yet. 
years, wheat has advanced in the second half and this pattern 


may repeat again in 1957. 
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BLS PRICE INDEXES Lotest 2Wks. 1 Yr. Dec. 6 95 7 95 
1947-49—100 | Dote Date Ago Ago 194) | 
All Commodities July 16 118.0 117.4 114.0 60.2 93 == ——— «2S 
Farm Products | July 16 927 90.4 90.0 51.0 
Non-Farm Products | July16 125.4 125.4 121.4 67.0 91 —__\}_ on | 91 If 
22 Basic Commodities | July 19 90.3 90.1 88.9 53.0 r 47- 49—100) } 
9 Foods | July19 869 86.2 81.5 46.5 ae. ~ | ww _|89 
13 Raw Ind’l. Moterials | July 19 92.7 92.9 94.1 58.3 NY _ | : 
5 Metals | July19 = '102.9 108.8 «116.7 54.6 87 | 4 87 
4 Textiles july19 = «83.3 83.4 79.0 56.3 | | | \ 
85 ee 
MWS SPOT PRICE eDEX MWS RAW MATERIALS SPOT PRICE INDEX | 
170 170 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 165 165 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 ; 
160} 160 
1957 1956 1953 1951 1945 1941 
High of Yeor 166.3 169.8 1622 215.4 989 85.7 155 155. 
Low of Year 155.7 163.1 147.9 176.4 96.7 743 7 
Close of Year 165.5 152.1 1808 98.5 83.5 DOW JONES FUTURES INDEX 
1 | «| 
DOW-JONES FUTURES INDEX "ha, Bg 
12 COMMODITIES 160 L | nye 1160) 
AVERAGE 1924-1926—100 Wen now | 
1957 1956 1953 1951 1945 1941 135 . a | 1155) 
, J 
High of Yeor 163.4 166.7 166.5 2145 106.4 846 “| | 415 
Low of Year 1545 1498 1538 1748 93.9 55.5 1505 — Se 
Close of Yeor 162.7 1668 189.4 105.9 84.1 JAN. FEB. MAR. APR MAY JUNE JULY 
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The graceful, deadly-looking Convair B-58 Hustler is the world’s first supersonic bomber 

















Its speed is still secret, but 


designers admit that this hot bomber is built to resist searing heat when it pushes its nose into the thermal barrier 


Special Armco Stainless Steel solves 
“hot skin” problem in world’s fastest bomber 


Sweeping advances in military aircraft 
performance have called for the re- 
search, development, and mass produc- 
tion of special new stainless steels. 
[hese metals not only have to with- 
stand intense heat but also shrug off 
the terrible stresses of supersonic flight. 


Armco Steel Corporation, one of the 
world’s largest producers of special 


ARMCO STEEL CORPORATION 


HEFFIELD STEEL DIVISION - ARMCO DRAINAGE & METAL PRODUCTS. INC 


steels, is supplying the new stainless 
steel that helps make it possible for the 
B-58 to operate beyond the sonic wall. 


The need for new metals is by no 
means limited to the military. Armco 
development of special steels, to do spe- 
cial jobs, has created new markets in 
many industries. It has been a signifi- 
cant factor in Armco’s steady growth. 





MIDDLETOWN, OHIO 


Stainless steel by the mile. 





Cross section of the “skin” of the B-58 
A thin honeycomb layer is sand 
wiched between two gleaming sheets 
of stainless steel in critical parts of 
the bomber. This special steel (Armco 
17-7 PH) was developed by the re 
search division of Armco Steel 
Corporation 


Armco fa 
cilities for producing stainless steel 
work at capacity to meet the demand 
The vast aircraft industry is now the 
second largest user of stainless steels 
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* THE ARMCO INTERNATIONAL CORPORATION 
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A single dispatcher in Erie oversees 80 
miles of railroad. Simplified diagrams, 
below, representing a 7-mile stretch of 
track, show how his CTC controls ma- 
neuver passing trains. 
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] 2:35 A.M Freight “NY-6” crosses over behind Commodore Vanderbilt to leave track #1 clear id 


: 
TRACK #1 ) 


SE es OO) ers 0 


TRACK f2 EASTBOUND CENTURY 





1 2:40 A.M “NY-6”" enters cutoff approaching Buffalo. Eastbound Century will have track #2 clear 
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TRACK #2. 







1 2:43 A.M. Freight “LS-1," leaving Buffalo, moves out onto track #1 behind westbound Century 






TRACK #1 ; 
WESTBOUND CENTURY FREIGHT ‘*Ls-1" 
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TRACK #2 


1 2:46 A.M, 'LS-1," though running at 60 mph, can travel safely behind 80-mile-an-hour Century 


thfew York Central 


The speed of your freight is doubled... 
as our new electronic traffic cop’ 
makes two tracks do the work of four 





The New York Central has removed half the tracks 
, s . WasTRoUND ¢e ‘. along one of its busiest sections of right-of-way — 163 
a re Bicol Om I : miles of main line from Cleveland to Buffalo! 


bs i a got Yet today the same heavy volume of traffic is being 
REIGHT _ COMMODORE VANDERBILT ‘. : e 

maintained on this stretch ... and the speed of your 

freight has even been upped to a mile a minute for most 

of the distance—thanks to the careful, confident auto- 

matic traffic directing of a new $6 million “CTC” system. 


Wired for efficiency 


Pewwaweee Simply stated, CTC—Centralized Traffic Control—is 

oo (TE OF an electronic switching and signal network which en- 

pf) WESTBOUND CENTURY ables us to use only two tracks for all the traffic it once 
= 2 ee a a took four tracks to handle. 


S—]—- — — —- control board. Colored lights glow on and off to show 
ee ee the progress of each train. . . the position of switches 
... the situation at stations and passing tracks. A 
single dispatcher can take in the traffic picture at 
a glance. 


== 
: —s The new track pattern is duplicated on a master 


Quick switch 
ae eee With high-speed crossover and passing tracks located 
- FREIGHT “Ls-1" at an average of every seven miles along the main line, 
CTC automatically switches passing trains back and 
A Ng forth between the two main tracks, using whichever 
: EASTBOUND CENTURY stretch is empty. Everything keeps moving—guickly 
and dependably. 


Cleveland to Buffalo is the longest, most modern 
double-tracked CTC system in the world. But more 
such installations are already in progress on the 
Central. And by 1963 we expect to have the whole main 
line between New York and Chicago CTC-controlled. 


Centralized Traffic Control is just one of many rea- 
sons why your shipments move faster and safer on the 
Central. Ask our freight salesman about the other new 
developments that can mean better service than ever— 
at no extra cost to you. 


Route of the “Early Birds’ 
New York Central Railroad 











The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


or 


Special rates upon request for those requiring additional service. 





Climax Molybdenum Co. 


“Enclosed you will find check for $20 
for renewal subscription to your valued 
magazine. Please submit data on Climax 
Molybdenum Co.” 

B. A., Wilmington, Del. 


Consolidated earnings of Climax 
Molybdenum Co. for 1956 totaled 
$15,152,965 after provision for all 
charges and taxes. Based on 2,- 
580,000 shares of common stock, 
outstanding at December 3\lst, 
1956, earnings per share were 
$5.87. Earnings for the year in- 
clude those of the company’s 
wholly-owned domestic operating 
subsidiaries and, for the first 
time, those of Climax Uranium 
Co. The earnings also reflect a 
change in the method of depreciat- 
ing certain facilities which had 
been installed under Certificates 
of Necessity. 

Had Climax Uranium Co.’s 
earnings been consolidated during 
1955 and had the change from ac- 
celerated amortization also been 
reflected, earnings for that year 
would have totaled $19,391,000 or 
$7.52 per share. Sales and other 
income for 1956 amounted to 
$66,265,735 compared with $68,- 
646,329 in 1955 as adjusted. 

In 1956, the company accrued 
$5,850,000 in Federal income 


taxes and set aside an additional 
amount of $1,485,000 to offset tax 
increases in future years. Federal 
income taxes 
$9,679,000. 


for 1955 totaled 


612 


Production at the company’s 
Molybdenum Mine, situated on 
the Continental Divide at Climax, 
Colorado, continues to be the 
largest of any underground mine 
in North America. The mine pro- 
duced and the mills treated 9,930,- 
000 tons of ore during the year. 
Average daily production set a 
new high of 32,000 tons and that 
rate was increased toward the 
end of the year to 34,000 tons 
per day. Despite the higher ton- 
nage produced, actual production 
of molybdenum decreased in 1956 
from the previous year because it 
Was necessary to mine lower 
grade ores. Molybdenum produc- 
tion fell from 43,043,138 Ibs. in 
1955 to 37,489,000 lbs. last year. 

Molybdenum consumption by 
Free World markets continued to 
increase in 1956. Supply and de- 
mand were approximately in bal- 
ance. For the first time since 
1950, all Climax molybdenum was 
sold to consuming industries, 
there having been no deliveries to 
the government. 

Operations prior to the Korean 
war were affected by molybdenum 
produced as a by-product of cop- 
per operations, but in recent 
years, greater demand from in- 
dustry, government contracts and 
bigger exports have aided profits. 

Climax officials anticipate a 
strong continuing demand by 
iron, steel, chemical and other in- 
dustrial consumers. A new mine 
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level is being developed an 
should be ready for product:or 
in about eight years by wh eh 
time it is anticipated that the 
upper of the two levels now being 
mined will have been exhausted 
The company also has stepped-uy 
exploration drilling of areas im- 
mediately adjacent to the mine t 
determine whether they contain 
ores of commercial value. The 
company estimates that the cre 
body contains over 300,000,0005 
tons of ore of commercial graie 
Since production began in 1918} 
100,000,000 tons of ore have been} 
taken from the mine. 

Expansion of milling facilites) 
continued during the year. Im. 
provements were also made in! 
secondary crushing facilities. Ex. 
pansion of facilities at the com-) 
pany’s conversion plant at Lan- 
deloth, Pa. was also undertaken 
during 1956 and is continuing? 
into the present year. 

Sales of uranium and vanadiun} 
produced in 1956 by Climax 
Uranium Co. totaled $10,648,957 
and resulted in net earnings off 
$798,066. The company is con- 
tinuing activity in three other 
uranium interests, these having 
limited ore reserves. 

Net investment of the companyf 
in oil and gas during the year in-' 
creased to $2,169,000. Estimated 
reserves, at the end of the year, 
amounted to approximately 11,- 
300,000 barrels, a net increase oi} 
1,600,000 barrels during the year.” 
Oil production during the year 
was at a rate of about 2400 bar- 
rels per day. 

For the first quarter of 1957) 
sales and revenues were $16,465,-) 
980, net profit $4,081,552, equal 
to $1.58 per share based on 2,- 
580,000 shares outstanding. This 
compared with first quarter 1956 
sales and revenues of $16,083,791) 
net profit $3,875,724 equal 
$1.50 per share, adjusted. 

Dividends totaling $1.80 per 
share were paid in the first-half 
of the current year. —END 
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ADVANCED 
PRODUCTS 





NUCLEAR PRODUCTS— 
SHIPPERS 
CAR UNE 





The fiscal year ended April 30, 1957 

was outstanding in QCf history, measured 
in terms of business volume, net earnings 
and constructive development. 


The company’s growth during recent years is due 
in large part to carefully planned diversification 
pointed toward maximum use of its talents and 
facilities. In 1956-57 further internal 
diversification has been accomplished by 
development of important new products. 
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SUMMARY OF THE 58th ANNUAL REPORT = 
scal Year Ended April 3 
1957 1956 
Net Income 
ACF industries, incorporated and 
consolidated subsidiaries. .... . . $9,033,000 $8,008. 00% 
SHPX group of companies (not consol 
ED coveccoccecececes 785,000 85,00 
a eer $9,818,000 $8,593, 00 
Combined earnings per share of common 
GE cc ccccccccccecccees $6.95 $6.08 
ACF INDUSTRIES, INCORPORATED 
ond Consolidated Subsidiaries 
Wet Sales .. eee eeecceecees $294,592,000  $245,585,000 
Federal, state and local taxes . . - . - 13,414,000 10,958,000 
Working capital. ............. 56,507,000 53,650,000 
Dividends paid per common share . . . 4.00 4.00 
Preferred shares outstanding... .. . None 137,467 
Common shares outstanding. .... . . 1,412,714 1,260,167 


























Lockheed Management answers your questions about: 


Lockheed’s Position 
in the Jet Airliner Field 





1. Why isn’t Lockheed building a jet-powered 
commercial airliner? 

Lockheed is building one: the prop-jet 
ELECTRA, scheduled for first delivery in Sep- 
tember, 1958. The turbojet pays off only 
where it operates efficiently—the fast, high- 
altitude, long-haul flights. The prop-jet is 
ideal for the high-density hop-skip-and-jump 
business of medium and short-haul flights. 
The two types are not competitive, but com- 
plementary. 


# Why is Lockheed building the Electra instead 
of a long-range turbojet airliner? 

Two-thirds of passenger volume—and more in 
the immediate future—is in medium and 
short-range flights—a part of the business on 
which it has always been impossible for most 
airlines to make money. With deliberate 
intent, Lockheed and several leading airlines 
attacked this problem. Drawing upon its 
prop-jet experience as builder of the C-130 
HERCULES—an experience unmatched in the 
U.S.—Lockheed designed the ELECTRA. 


3. How does the Electra compare with latest 
models of piston-engine airliners? 


Seat-cost-per-mile of the ELECTRA will be 
much lower. Compared to the latest piston- 
engine transports—Lockheed’s included—the 
prop-jet ELECTRA will offer a 30% per-mile 
fuel saving. In ratio of payload to total weight, 
the ELECTRA tops all competitors, piston and 
jet. Passenger appeal will come from these 
ELECTRA facts: quieter, vibration-free ride; 


R 


larger seats; climate-controlled cabin; faste 
flights (60 m.p.h. faster than any airliner 10 
in service). 


4. Will the Electra be just an interim airline: « 
will it play a major role for years? 

The prop-jet ELECTRA is not just a replace 
ment aircraft. It is fundamental to the |e 
age re-equipment cycle. To quote Ameria 
Airlines’ President C. R. Smith, the Lockhee 
ELECTRA is “designed to serve a growing iin 
important part of air transportation, and 
don’t think there’s any other airplane that wi 
do that job as well.” Orders for the ELECTR 
should continue strong through the 1960’s. 


5. What airlines have bought the Electra? 


Customers to date: American Airlines, Eas' 
ern Air Lines, Braniff International Airway: 
National Airlines, Western Air Lines an 
KLM-Royal Dutch Airlines. Orders to date 
133 planes valued at $247,000,000. 


6. Does Lockheed intend to build a commercic’ 
cargo version of the Electra? 

At present the plans are indefinite—but Lock 

heed is studying a commercial cargo versio" 
of the ELECTRA’S brawny brother, the prop-je 
HERCULES. This is the C-130 combat carg® 
transport that has been in production twé 
years at Lockheed’s Georgia Division. Th: 

C-130 is now in service for the 18th Air Fore 

and is being evaluated by the U. S. Mariné 

Corps. 


Powered by 4 Allison prop-jet engines, thé 
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HERCULES develops 16,200 horsepower, pos- 
sesses remarkable short take-off and swift 
rate-of-climb capabilities—enabling it to get 
into and out of the smallest commercial air- 
ports, anywhere in the world. The HERCULES 
cruises at 340 m.p.h., and its cavernous cargo 
compartment (9’4” x 10’3” x 41’5”) can be 
quickly loaded via its tail-ramp door, which 
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) can be adjusted to truck-bed height or lowered 
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to the ground to form a drive-up ramp for 
loaiing. These features, plus two years of 
proven reliability and low operating costs, 
should win for the commercial HERCULES as 
much favor with air cargo operators as the 
C-130 has won performing “feats of HERCU- 
LES’ for the Air Force. 


7. Does Lockheed intend to build a turbojet air- 
liner ? If so, when? 

Lockheed is already building a pure-jet trans- 
por.—a 4-engine utility jet transport/trainer 
with both military and commercial applica- 








tions. Lockheed’s airliner of the future prob- 
ably will be supersonic to carry passengers 
across the world’s oceans and continents at 
speeds beyond sound. When this plane flies is 
largely dependent on the development of new 
and more powerful engines. 

. - - 
Now, in the jet-powered field, Lockheed is busy 
building the Electra; the F-104 Starfighter 
(world’s fastest jet fighter) ; the T2V-1 Sea- 
Star jet trainer; the UC-X, new turbojet 
utility transport/trainer ; the C-130 Hercules 
prop-jet combat cargo carrier; the turbojet 
U-2 (a new type of aircraft for very-high alti- 
tude research) and developing new radar 
early-warning planes for the Navy and Air 
Force. 
Lockheed’s policy of wide diversification into 
all types of aircraft and advanced missile 
development has resulted in a backlog of 
$1,533,469,000—of which 51% is Air Force, 
20% Navy, 29% Commercial. 


LOCKHEED ELECTRA: Passenger Load Profit Analysis 
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80 PASSENGERS 
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MILES: 100 500 1000 


60 PASSENGERS 


40 PASSENGERS 


2000 


1500 2500 


The above chart illustrates the ELECTRA’S profit-making capabilities on flights of 
100 to 2500 miles—under three different load conditions: 40, 60 and 80 passengers. 


LOCKHEED means leadership 


One of a series of messages addressed to the financial community of America 












American Cyanamid Co. announced it will pur- 
chase the assets of MacGregor Instrument Co., 
Needham, Mass., manufacturers of surgical equip- 
ment, The terms of the acquisition, according to 
American Cyanamid president Kenneth C. Towe, 
are that MacGregor stockholders will receive 46,460 
shares of Cyanamid common stock par value $10. 

American Cyanamid officials said MacGregor 
would operate as part of American Cyanamid’s 
Surgical Products division, which makes surgical 
specialties and the Davis & Beck brand of sutures, 
ligatures and suture needle combinations. 

The company recently announced that insurmount- 
able legal complications had forced it to abandon its 
previous plan of acquiring the Norwich Pharmacal 
Company through an exchange of stock. 


Bell & Howell Co. of Chicago, Illinois has intro- 
duced a new automatic 8 mm, movie camera that 
has harnessed the energy from solar or light rays. 
The new camera, the first in which light energy 
alone supplies the power to generate the electric 
current which adjusts the lens, is according to the 
company, the world’s first completely automatic 
movie camera in 8 mm. size. 

The movie maker winds the camera, sights and 
shoots. The electric eye which adjusts to changing 
light faster than the human eye, sets the lens 
for proper exposure before the starting button is 
touched. It can operate the lens through its full 
range of stops in less than one second. No focus- 
ing is necessary and the camera can be used with 
indoor or outdoor color film, The camera can also 
be operated manually. The company is hoping for a 
good sales response from this new development. 


Air Reduction Co. through its Air Reduction Chem- 
ical Co. division has broken ground for 2 new plants 
in Calvert City, Kentucky, to be completed early 
in 1958. One plant will have annual production 
capacity of 3 million pounds of methyl] butonyl and 
methyl pentynol, used in preparation of flavors, 
perfumes and pharmaceuticals; the other will have 
2 million pounds yearly capacity of vinyl stearate, 
used in making emulsions and plastics. 


Aveo Manufacturing Corp. through its American 
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Kitchen division plans to turn excess appliance ca 
pacity to production of parts for prefabricate: 
porcelain metal gasoline stations. Aveo estimate 
that $40 million will be spent for such stations i 
the next five years due to new roadbuilding pro 
gram, and hopes to acquire at least 10% of th: 
business. The stations to be sold on mass orde? 
will cost about $15,000 for 1460 sq. ft. unit anc 
will be produced at Connersville, Indiana plant 
Avco may expand operations to include prefabri 
cated schools, roadside eating places and othe: 
buildings. 


Babcock & Wilcox Co. has designed a nuclea 
steam generating system which would fit require 
ments of foreign electric utility companies. The 
unit is a “pressurized water” type reactor and i: 
suitable for a utility plant of about 133,000 elec 
trical kilowatt capacity. 


Raytheon Manufacturing Co. has developed : 
semiconductor combining many electrical operating 
advantages of vacuum tube with compactness of 
a transistor. The new product, still 3 to 5 years 
from commercial production, is called a Spacistor 
Raytheon expects greatest application will be in 
replacing vacuum tubes and transistors in rocket 
and guided missile fields and in television and 
radar sets and high frequency communication in- 
struments. 


Westinghouse Electric Corp. plans to construct 
a 24,000 sq. ft. plant at Charlotte, North Carolina, 
for use by manufacturing and repair division to 
build and service industrial electrical apparatus. 
The plant will replace an existing facility when 
completed in mid-1958. 


Fruehauf Trailer Co.: In June, Missile Products 
division booked $9,300,000 of new Government con- 
tracts for missile containers, guidance and control 
vans, aircraft refueling trailers and launching de- 
vices. Due to increased contract work, particularly in 
missiles, Missile Products division has formed new 
research and development engineering department, 
which will be located in Grosse Pointe Woods, Michi- 
gan. —END 
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Diverse Earnings Prospects 
For Rail Equipment 





(Continued from page 599) 


difficulties in complying with labor 
agreement provisions. é, 
Importance of speed in this 
electronic age has spurred carrier 
managements to adopt measures 
improving their competitive posi- 
tions. Advantages offered in this 
respect by more efficient assembly 
0 freight cars at switching points 
serves as an illustration, There is 
little purpose in speeding train 
movement on the line, for exam- 
ple, if intermittent delays ensue 
while loaded box cars are rerouted 
to destinations. Managements have 
demonstrated to their satisfaction 
tiat automatic classification tech- 
niques can save as much as 24 
hours in handling shipments. 
Labor economies—not to mention 
keener competition with trucking 
lines—are sufficient to return capi- 
| investments in 35 to 40 months. 
Even greater returns on ex- 
penditures for equipment can be 
realized in installation of central 
traffic control devices on systems 
enjoying traffic density. Benefits 
expected to be realized by the New 
York Central in the first year of 
utilization of its recently com- 
pleted CTC facilities between 
Buffalo and Cleveland may range 
between 75 and 80 per cent of the 
installation cost, which exceeded 
$6 million. Half of the tracks 
along this busy right-of-way ex- 
tending for 163 miles were re- 
moved. Yet the same heavy move- 
ment of trains is being handled 
more expeditiously than ever. Sal- 
vage value of rails, etc., is esti- 
mated to have approximated half 
the cost of the new equipment, 
while annual savings in property 
taxes should prove significant. 
In like manner, maintenance 
crews are being displaced by ma- 
hines, welded rails are being 
adopted widely as a means of cut- 
ting maintenance costs and special 
ypes of freight cars are being 
esigned to effect savings in han- 
' ling materials and in time re- 
quired for loading or unloading. 
‘he Louisville & Nashville re- 
ently announced acquisition of 
ight machines designed to per- 
orm maintenance operations on 
n “assembly-line” basis after ex- 
eriments indicated that econo- 
(Please turn to page 618) 
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14 Low-Priced Stocks for 


1957 CANADIAN OIL RISE 


Back in 1953, Merrill Petroleums, unknown to most investors, burst like a 
meteor on the production scene—striking it rich at Pembina. 
rocketed from 3,300,000 barrels to 47,500,000 barrels .. . 


a share to $21.00. 


In 1954, the “unknown” 


acted early were in on the ground-floor. 


14 STRIKINGLY SIMILAR CHANCES FOR 
1957 “DISCOVERY-UPSURGE” PROFITS 


We have been carefully searching the oil field for other potential big-gain 
stocks like Merrill, Canadian Devonian and Central Leduc. Of the 153 stocks 
below, we have selected 14 low-priced stocks which look best for 


discovery-upsurges. 


was Canadian Devonian and the stock's discovery 
upsurge was 70¢-to-S9.00! In 1955, Central Leduc struck it rich in Saskatche- 


wan and its stock bolted from $1.35-to-$6.45! In each case, investors who 


WHICH 14 OF THE 153 STOCKS BELOW LOOK 
BEST FOR BIG 1957 OIL DISCOVERY PROFITS? 


-—-—A — 

Acme Gas & Oil 

aS Petroleum 
Altex Oils 

Amalta Oils Ptd 

American Leduc Pet. 

Amurex Oil 

Anglo-Amer. Expl. 


—B— Cree Oil 
Bailey-Selburn Oi! = @ = 
Baltac Oils Ltd 

Banff Oil 

Bata Pet. 

Bonnyville Oil & Ref. 

Bralsaman Pet. —Ee— 


Britalta Pet. 
British American 


Empire 0 


Calalta Pet. Fargo Oils 
Calgary & Edmonton Freehold 
Calvan Consolidated Futurity 


Canada Oi! Lands —-¢c— 
Canada South Pet 
Canadian Admiral 
Canadian Anaconda 
Canadian Atlantic 
Canadian Brit. 
Emp. Oil 
Canadian Decalta War. a» §§ «= 
Canadian Dethi Oi! 
Canadian Devonian 
Canadian Exp. Gas. 
Canadian Fortune Oil 
Canadian Homestead 
Canadian Husky 
Canadian Oi! Cos 
Canadian Petrofina 
Canadian Pipe. Pets. 
Canadian Prospect 


Canadian Sup. Oi! Cal. 
Canadian Williston = wo" 
Canso Natural Gas Kroy Oils 


Canso Oi! Pro. —t — 
Central Explorers 
Central Leduc 








Century Oils 
Charter Oil 
Commonwealth Pet. 
Consumers Gas Co 
Consol. Allenbee 
Consol. E. Crest 
Consol. Mic Mac 


Hudson's Bay 


Jupiter Oils 


Leader Pets. 
Liberal Petroleums 


Consol. Peak Oils 


Del Rio Producers 
Devon-Palmer Oils 
Dome Exploration 
Dominion Oil, Ltd. 


Eureka Oils, Ltd. 


Gaspe Oil Ventures 
General Pet. 
Gt. North. Gas Ut. 
Great Plains Dev. 
Great Sweet Grass 
Gridoil Freehold 


(A) 


High Crest Oils 
Highwood Sareee 


imperial Oil, Ltd. 
intand Natural Gas 
Interprovincial Pipe. 


Ltd. 





a= 08 « 
Marigold Oils 
MeColl-Frontenac 
Medallion 


a= @ = 
Realty Oils 
Reef-Explorations 
Regent Rig. (Can.) 


Merrill Pet. Richwell Pet. 
Mideon Oil & Gas Rio-Paimer Oils 
Mid-West. ind. Gas Rocky Pet. 
Mid-West. Ind. Pipe. Royalite 


Mill City Pet. 
Monarch Oils 
National Pet. 
New Bristol Oils 
New British Dom 
New Chamberlain 
New Concord Dev 
New Continental 
New Gas Expl. 
New Ranchmen's 
New Richfield Pet 
New Superior Oils 
Northeal Oi! 
North Can. Oils 
North Cont. Oi! & 
North Star Oil 
Nuco Petroleums 


Oil Selections 
Okalta Oils 
an iran 


Pacific Petroleums 


—_ _ 
Sage Oil Co. Ltd. 
Sapphire Pet. 


Security Freehold 
Select Oils 
Southern Union Oils 
Spooner Min. & Oils 
Stanwell Oil & Gas 
Sturgeon Pet. 
Superior Propane 
Target Pets. Ltd. 
Gas Texas Calgary Co. 
Trans Canada Pipe 
Trans Empire 
Trans Mountain Oi! 
Trans Prairie Oil 
Triad OW 


Union Gas of Can. 


Pan ew Oil Co. United Oils 

Pan Western Oils == — 

Parker Drilling Vanaita 

Peace Riv. Nat. Gas _ — 
Pembina Pipe Wainwright Prod 


Peruv. Oils & Min 
Petro! Oi! & Gas 


Phillips Oil of Can. 


Ponder Oils 
Prairie Oil Royal. 
reve Gas 


Quebee 0 Oil Dev. 





Wayne Pet. 
Westburne Oi! 
Western Decalta 
Western Leaseholds 
Western Naco 

West Maygill 
Williston Oil & Gas 


York Oils 





One of the 14 companies is on the verge of a dynamic new expansion 
program with great growth possibilities. Another is waiting on a major 


oil discovery—although few people know it. 


We pick a third as being 


far behind the Canadian oil market advance—making it a value-packed 
stock with an exciting 1957 profit potential. 


by investors. 


stocks above. 


OIL STATISTICS CO., 


Yes—send me at once your new 
Report “14 Low-Priced Stocks for 
1957 Canadian Oil Rise” plus 
your Buy-Hold-Switch Advice on 
153 Canadian Oil Stocks—and 
enter my trial subscription to the 
Canadian Oil Reports for 10 
weeks (published every other 
week)—for just $5. (This offer 
open to new readeis only.) 


OI enclose $5 [) Please bill me 






OIL STATISTICS CO. Inc. 


INC., Babson Park, Mass. 


As yet—the great gain opportunities in these 14 issues are largely undiscovered 
Send for our new Report today on 
Canadian Oil Rise’’—plus our Buy-Hold-Switch Advice on the 153 Canadian oil 
Yours with 10 weeks’ trial to the Canadian Oil Reports—just $5. 


“14 Low-Priced Stocks for 1957 


BABSON PARK, 
MASSACHUSETTS 













Reserves sky- 
the stock from $2.00 
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Diverse Earnings Prospects 
For Rail Equipment 





(Continued from page 617) 


mies soon would compensate for 
installation costs. Projects such as 
those listed here hold out hope for 
lowering railroad operating costs 
and are providing a large market 
for manufacturers of specialized 
equipment. 

In reviewing prospects for rep- 
resentative stocks in this category 
it must be apparent that generali- 
zations are out of order. This con- 
dition has become more evident 
than ever as a result of steps 
taken by some managements to 
even out production schedules by 
acquisition of non-railroad equip- 
ment lines. Manufacturers pro- 
ducing essential components such 
as wheels, underframes, freight 
car ends and sidings, etc., experi- 
ence a more stable volume of busi- 
ness than those which concentrate 
on building box cars, for example, 
Many roads maintain shops in 
which they repair equipment and 
build new freight cars. The car- 
riers, therefore, tend to keep their 
own shops busy and place orders 
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A.T. & T. is calling... 


its 378% Convertible Debentures of 1967 
for redemption on October 14, 1957 at 106.65% 


After October 14, 1957, interest on these debentures will 
cease to accrue and they will no longer be convertible. 
Copies of the notice of redemption and of a Prospectus 
relating to the stock of A.T.&T. into which these 
debentures are convertible may be obtained from the 


office of the Treasurer. 


AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY 





with private manufacturers at 
times of peak activity. 

Standards components and 
equipment required for replace- 
ment as well as for new units are 
purchased by carriers for their 
shops in fairly steady volume. 
American Steel Foundries manu- 
factures components such as cast- 
ings, wheels and other items re- 
quired for repairs as well as for 
original equipment. National 
Malleable & Steel is another con- 
cern with similar operations. New 
York Air Brake and Westinghouse 
Air Brake produce many parts 
used in new freight cars as well 
as in modernizing used rolling 
stock. American Brake Shoe and 
Poor & Company make a variety 
of products for rolling stock as 
well as for track maintenance. 
Standard Railway Equipment and 
Youngstown Steel Door are major 
sources for box car roofs, ends, 
sidings and doors. 

Companies engaged in making 
passenger cars have encountered 
greater problems than _ others. 
Despite interest shown in efficient 
light-weight trains, few orders 
have been placed. Returns ren- 
dered on passenger business are 
considered inadequate and insuffi- 
cient to justify large capital ex- 





195 Broadway, 
New York 7, N. Y. 








THE 








penditures on modern equipment. 
Most railroads feel long range 
growth in passenger travel is not 
promising, since burdensome taxes 
on terminal facilities in metro- 
politan areas raise doubts over the 
ability of carriers to maintai 


facilities that will hold passen 
gers. Consequently, the Budd 
Company, a leading factor in 


lightweight trains, has been dis 
appointed in developing busines: 
of this nature. 

Of all the groups in this cate 
gory, car-leasing concerns enjo\ 
the highest degree of stability 
More and more roads have turnec 
to leasing tank cars instead of 
making outright purchases. Many 
chemical companies lease fleets of 
such units. General American 
Transportation and Union Tank 
Car merit consideration as growt} 
issues. —ENI 





Can Office Equipments 
Maintain Their Pace? 





(Continued from page 596) 


sales and new guided missile ac- 
tivities, also offer promising pros- 
pects for the near future. 

Burroughs Corporation is the 
fourth ranking business machine 
producer, as well as a maker of 
aircraft instruments and military 
fire control apparatus. The com- 
pany became a major factor in the 
electronic computer field with the 
acquisition of Electro Data in 
1956. 

Sales so far this year, reflecting 
booming conditions for the indus- 
try both at home and abroad, have 
expanded over 15‘:. In the first 
quarter earnings advanced more 
moderately to 53¢ per share from 
49¢ in the same period a year ago. 

Dividends, disbursed conserva- 
tively because of heavy develop- 
ment costs, should continue at 
their 25¢ quarterly rate. 


A Note of Caution 


The future of the industry, in 
view of the steady demand for 
conventional equipment and the 
almost assured success of most 
computer lines, is bright. But 
many of the stocks are now selling 
at extremely high prices, reducing 
the relatively small dividends to 
almost negligible yields. For this 
reason, we feel compelled to sound 
a note of caution. No matter how 
bright the future, unstable busi- 
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ness conditions and the vulner- 
ability of most of the companies 
to foreign shifts, changes and 
mounting competition, should be 
considered to see if the companies 
have over discounted a good deal 
){ earnings improvement for some 


time ahead. 
The situation for individual 
stocks varies of course, as is 


ought out by the statements and 
comments in the accompanying 
table. —END 





Farm Machinery 





(Continued from page 601) 


e possibility of an eventual 
‘eakdown of support practices 
; the political influence of farm 
eas wanes. Although no one 
uubts but that price supports 
jlicies, supplemented by “soil 
ink” subsidies, will endure for 
lite some time, it seems certain 
iat the farm bloc’s vocal power 
is diminished while urban popu- 
tions have protested against the 
se in living costs. Political as- 
pects of the situation change 
owly, however, and the threat of 
1anges in Washington policy to- 
ard price supports is not im- 
\inent. 


Current Outlook 


Turning now to a closer look at 
urrent conditions and prospects 
or the near term, we find evi- 
dence of increasing demand. A 
rebound of at least moderate pro- 
»ortion from the low volume of 
1955-56 was a logical expectation, 
but results for the first half of 
the current fiscal year only par- 
tially support this view. Further 
progress should manifest itself in 
1957-58 if farm income reaches 
the level estimated by Washing- 
ton authorities and if the uptrend 
n consumption of farm products 
persists. 

Although International Har- 
vester, bellwether of the industry, 
reported a drop in sales for the 
first six months of its fiscal year 
~that is, for the period ended 
April 30 —it is believed that the 
volume in farm machinery regis- 

tered an improvement of between 
5 and 6 per cent over the previous 
year. Lower sales figures resulted 
from smaller demand for trucks 
and road machinery, it is believed. 
Harvester reported a decline in 


1957 
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earnings also to $1.20 a share 
from $1.56 in the first half of 
the previous year, but for the full 
year it is expected that net profit 
may compare favorably with 
$3.16 a share earned in 1955-56. 
The $2 dividend is regarded as 
assured. 

Notwithstanding the fact that 
the company is the dominant fac- 
tor in farm equipment in this 
country, motor trucks are more 
important from the standpoint of 
sales and presumably from prof- 
its. Volume in automotive prod- 
ucts has been running at between 
45 and 50 per cent of total ship- 
ments in the last few years, while 
farm implements have contri- 
buted between 30 and 35 per 
cent. Construction machinery has 
become increasingly important 
and, as the road building program 
expands in coming years, it is 
contemplated that business in the 
category can expand considerably. 

Second largest in the industry 
and longest established is Deere 
& Co., which produces an esti- 
mated 20 per cent of tractors and 
farm implements manufactured 
in the United States. Management 
has concentrated on agricultural 
lines and, through intensive re- 
search, has developed new prod- 
ucts designed to ease the farmer’s 
tasks. The company has ventured 
into chemical operations through 
construction of a plant making 
anhydrous ammonia and urea for 
production of fertilizer. Deere re- 
cently acquired about 75 per cent 
control of one of the largest man- 
ufacturers of tractors and other 
farm machinery in West Ger- 
many, paving the way for en- 
largement of foreign operations. 
Substantial recovery in sales and 
earnings took place in the first 
half of Deere’s fiscal year and the 
full year’s showing should com- 
pare favorably with 1955 results. 

J. 1. Case, one of the best known 
implement makers, took a major 
step toward minimizing depend- 
ence on agricultural equipment 
sales when the consolidation with 
American Tractor was effected 
last year. The action strength- 
ened both companies by enabling 
them to make more economical 
use of manufacturing facilities 
and providing a broader line of 
products to offer to distributors. 
American Tractor, a small and 
relatively new concern, brought a 
crawler type tractor into the 
product line. Increased manufac- 

(Please turn to page 620) 











Public Service Electric 
and Gas Company 


NEWARK, N. J 








QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1957: 


Class of Dividend 
Stock Per Share 


4.08% Cumulative Preferred . . . $1.02 
4.18% Cumulative Preferred... 1.045 


4.30% Cumulative Preferred... 1.075 
$1.40 Dividend Preference.... .35 
GUNN co ccccesece AS 


All dividends are payable on 
or before September 30, 1957 
to stockholders of record August 
30, 1957. 


F. MILTON LUDLOW 
Secretary 











PUBLIC SERVICE 
CROSSROADS OF THE EAST 
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oS COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Third 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid September 
10, 1957 to stockholders of record at 
the close of business August 15, 1957 


RODNEY A. COVER 


Vice-President — Finance 














SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 74 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able September 13, 1957 to 
stockholders of record at the 
close of business on August 
30, 1957 

H. D. McHENRY, 
Vice President and Secretary 


Dated: July 20, 1957 



























UNION 
CARBIDES 











A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable September 
3, 1957 to stockholders of record at 
the close of business August 2, 1957. 
BIRNY MASON, JR. 
Vice-President and Secretary 
UNION CARBIDE CORPORATION 














Pullman 
Incorporated 


360th Dividend and 
91st Consecutive Year of 
j Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on September 
14, 1957, to stockholders of rec- 
ord August 23, 1957. 

CHAMP CARRY 


President 




















CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of 50 | 
cents per share has been de- 
clared on the Common Stock 
of this Company, payable 
September 10, 1957, to 
stockholders of record at 
close of business on August 


19, 1957. ©. H. McHENRY 
Secretary 














Prospects for 


The Building Industry 





See our next issue 














Farm Machinery 





(Continued from page 619) 


turing efficiency is expected to re- 
sult, but financial benefits are not 
expected to develop quickly. Indi- 
cations at the moment point to 
continuation of unprofitable oper- 
ations for the current fiscal year. 

Oliver Corporation, another na- 
tionally known equipment manu- 
facturer, has been losing ground 
for some time and has sought 
means of combating retrogression 
in demand for farm machinery. 
Moderate diversification has been 
attained through manufacture of 
outboard motors. Broadening of 
the line of crawler-type tractors 
may contribute to sales improve- 
ment, but a consolidation with a 
larger machinery manufacturer 
may be necessary to provide a 
solution. Conversations are re- 
ported to have been held from 
time to time, but no satisfactory 
proposals have developed. On a 
slight decline in sales in the first 
six months a deficit of more than 
$426,000 was reported, or almost 
double the loss in the same period 
a year earlier. 

Minneapolis-Moline, ranking 
eighth among farm equipment 
producers is another potential 
merger candidate. This company 
also has remained almost com- 
pletely dependent on the agricul- 
tural economy and has felt the 
impact of more cautious buying 
policies since the Korean boom. 
A realignment of manufacturing 
facilities effected economies and 
offered hope of more satisfactory 
margins, but results in the sec- 
ond half of the year will have to 
record considerable improvement 
to enable the company to show 
better than break-even operations. 

Advances in mechanization in 
the last decade, contributing to 
greater productivity of labor, 
have enabled efficient farmers to 
increase their income and obtain 
a higher return on invested capi- 
tal. Less efficient growers have 
felt the restrictive effect of rising 
costs and have either sold proper- 
ties to their neighbors or have 
abandoned farming. 

Benefits of improvement in 
tools and machinery can best be 
illustrated by noting that while 
employment has declined roughly 
35 per cent from almost 13 mil- 
lion persons to an estimated 8 
million in the last 20 years, farm 
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output has expanded approxi- 
mately 40 per cent under cultiva- 
tion of about the same total acre- 
age. Such results go far toward 
explaining the perennial problem 
of crop surpluses for which the 
Washington administration has 
been compelled to seek a solution 
for many years. END 





Mixed Prospects for 
Electronic and TV Producers 





(Continued from page 593) 


able one in an industry of inde 
pendents. Each producer seem: 
perfectly capable of accurately 
estimating the total market fo) 
sets in any given period, but eac} 
inevitably over-estimates its ow? 
share of that market. The results 
are as obvious as they are disas- 
trous. 

Thus, with the market for new 
units receding each year, inven- 
tories pile up in the hands of dis- 
tributors, necessitating cutbacks 
at the factory levels. When the 
expense of idle capacity cannot be 
borne, the manufacturer has no 
alternative, but to join the long 
parade of companies that have 
either folded completely or sold 
their facilities to larger, better 
financed competitors. 

In the first half of 1957, factory 
sales were generally lower than 
the previous year’s levels, reflect- 
ing heavy dealer stocks. But in the 
past few weeks indications are 
that inventories have been worked 
down far enough so that factory 
sales may show a decided pickup 
in the second half. Nevertheless, 
the fact that the bulk of the re- 
bound is in the smaller profit- 
margin portable models will hold 
unit sales and profits down to very 
moderate gains at best. 

On the horizon, the color TV 
dream fades further into the dis- 
tance and has not yet beer re- 
placed by the type of development 
that can capture the public’s im- 
agination and spur it on to a new 
buying splurge. There is a faint 
glimmer, however, in the recently 
announced development of a flat 
radar tube. If it can be success- 
fully adapted to TV and lead to 
the much sought after flat screen 
that can hang on the wall like a 
painting, the industry may be 
able to break out of its current 
troubles. For the time being, how- 
ever, there are few attractive in- 
vestments among the companies 
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PREP RE MOR 


engaged primarily in the manu- 
facture of TV sets. 


Broadcasting Companies 


But in the broadcasting field the 
picture is considerably brighter. 
R.C.A., owner of the second largest 
TV network and the nation’s lead- 
ing radio broadcaster through its 
N.B.C. subsidiary, suffers from 
the weakness in set sales and the 
heavy, fruitless color TV invest- 
ment, 

CBS, however, has been more 


fortunate since it dropped its 
radio and television set manufac- 
turing facilities and concentrated 
on its position as the largest tele- 
vision network. Billings so far 


this vear have continued their ex- 
cellent year to year improvement, 
mping to $95.9 million in the 
tial 1957 quarter from $88.4 
illion a year earlier. Net income 
r share climbed 17¢ per share 
77¢ in the first period, indi- 
citing a substantial year to year 
in over the $2.13 per share 
rned in all of 1956. Dividends, 
rrently 25¢ quarterly, are the 
inimum expectation, with the 
chances good for a_ substantial 
ar-end extra, 
Zenith-Radio, though not a broad- 
ister, offers special interest be- 
iuse of its active role in the un- 
ied, but potentially profitable 
“nay-as-you-see” television. With 
ruling from the F.C.C. expected 
on in which the ground rules 
ill be established for testing the 
lesirability of the various compet- 
ig systems, Zenith has been en- 
ving some wild speculative in- 
terest in the market. The stock 
appears too high at current prices, 
however, in view of the ebbing 
earnings picture. The $5.00 annual 
ividend should be amply covered. 


Industry Majors 


Once we break out of the radio, 
elevision and broadcasting fields, 
ve are in a brave new world that 
ecognizes no boundaries and con- 
siders every industry its province. 
sparked by the military demand 
‘or more exacting standards of 
erformance, electronics has _ be- 
ome the work-horse of virtually 
very new technological advance. 
[t is the root of all automation— 
its impact on the aircraft and 
guided missile fields has been so 
great that a new term, “avionics” 
has been coined to cover its multi- 
tudinous functions in those indus- 
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tries—and it is fast becoming one 





of the most valued analytic tools in 
the chemical and medical fields, = CONTINENTAL 
too. C ain COMPANY, Inc. 
Like most heady adolescents, vests 
however, its road is not always common pivineND 
smooth, nor does the maker of the A regular quarterly divi- 
better electronic mousetrap neces- = of Serey-Gve conte 
sarily have a path beaten to his ain a on ae 
door. The field is so wide open, Company has been de- 
; ‘ Pe ‘ zo clared payableSeptember 
and the competition for govern 14, 1957, to stockholders 
ment research funds so keen, that of record at the close of 


frequently the cancellation of a business August 22, 1957. 


small contract spells doom to a 


Sist 
young company. PREFERRED DIVIDEND 


A regular quarterly divi- 





Nevertheless, the stock market dend of ninety-three 
has placed high value on a number and three-quarter cents 

. ‘ nani ae ($.93 %) per share on the 
of the more exuberant juveniles in $3.95 comulative  pre- 
the industry, but the record is ferred stock of this Com- 

atin. aie " . = ‘ pany has been declared 
heavily spotted with stocks that payable October 1, 1957, to 
have gone down as fast or faster stockholders of record at 

: > we ). the close of business 
that they went up. - September 13, 1957. 

But if new, dynamic companies " 

. . ; 4 
are ar > > Ss ere 
are the rule in the industry, ther SECOND PREFERRED DIVIDEND 
is also a solid core of mature com- 2 ue 
A regular quarterly divi- 

panies not solely dependent on dend of one dollar twelve 
government orders or the imme- and one-half cents 
: : Page ‘ : " ($1.12 4) per share on the 
diate success of one product. Gen- Second Preferred stock 
eral Electric and Westinghouse $4.50 cumulative) of this 
have been in the vanguard of most Company has been de- 
lave De en in 1é€ vanguart INOS clared payableSeptember 
electronic fields while retaining 30, 1957 to stockholders of 
their dominant positions, along meyer ry 
with Allis-( halmers, as the ma- LOREN R. DODSON, 
jor producers of heavy electrical Secretary 


equ i pment TM 


GE has been particularly suc- 
cessful in turning electronics to 
profitable use both as a product 
for sale and as a means of increas- 
ing the efficiency of its own opera- 
tions. 

Westinghouse Electric, second in 





Uniteo States Lines 
Company 


the industry and heavily engaged Common 
in all phases of the electrical, elec- Stock 
DIVIDEND 


tronic and nuclear fields, is well 
along the comeback trail after the 





The Board of Directors has authorized the 


disast rous strike that spanned the payment of a dividend of fifty cents 
: : 44 50) pe are payable Sept. 57, 
period from October 1955 to a Se oS >? 
March 1956. Aug. 16, 1957, who on that date hold 
° a . > 140R7 regularly issued Common Stock ($1.00 
Sales in the first quarter of 1957 par) of this Company 
were $476 million, more than WALTER E. FOX, Secretary 


twice the $225 million of the One Broadway, New York 4, N. Y 


(Please turn to page 622) 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 9, 1957, to stock- 
holders of record at the close of business August 16, 1957 


ERLE G. CHRISTIAN, Secretary 
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Mixed Prospects for 
Electronic and TV Producers 
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strike-bound first quarter a year 
ago. Earnings rebounded accord- 
ingly, equalling 82¢ per share 
against a deficit of $1.14 per share 
last year. Full year earnings have 
been confidently predicted by the 
company at between $3.50 and 
$4.00 per share, With its backlogs 
at the highest levels in recent 
vears and earnings definitely on 
the upgrade, the 50¢ quarterly 
dividend is the least to be ex- 
pected. 


Instrument Makers 


Among the various companies 











National 
Distillers 
and 
Chemical 
Corporation 
DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on Sep- 
tember 3, 1957, to stockholders 
of record on August 9, 1957. 
The transfer books will not close. 
PAUL C. JAMESON 
July 25, 1957. Treasurer 





YALE & TOWNE, 
Declares 278th Dividend 
37'2¢ a Share 


On July 25, 1957, 
dividend No. 278 
of thirty-seven 
and one-half cents 
i } per share was 
declared by the Board 

of Directors out 
of past earnings, 
payable on 

Oct. 1, 1957, to 
stockholders of record 
\} at the close of business 
Sept. 10, 1957. 









} 
Wm. H.MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE src. co. 


Cash dividends paid in every year since 1899 








that have cut out a special niche 
for themselves, is Consolidated 
Electrodynamics. The company, a 
small but important instrument 
maker, enjoys growing stature 
from its successful specialized in- 
strument lines, its dominance in 
the field of high vacuum tech- 
nology, its important role as a 
developer of automatic control de- 
vices and its increasing impor- 
tance as a computer and tape 
recording devices producer. In 
June, 1956 the company sold its 
36% interest in ElectroData to 
the Burroughs Corporation in ex- 
change for 162,500 shares of Bur- 
roughs common stock, making 
Consolidated the largest single 
stockholder in that important 
office equipment company. 

Recently listed on the New York 
Stock Exchange, the company will 
undoubtedly begin reporting earn- 
ings on a quarterly basis in the 
near future. Full year results are 
expected to advance to around 
$1.85 per share. At $50 the stock 
appears very much too high—but 
is so highly speculative it might go 
considerably higher. 


Component Makers 


Among the component makers, 
Texas Instruments, treated fre- 
quently in the Magazine of Wall 
Street deserves some current at- 
tention. The company is probably 
the nation’s leading transistor 
manufacturer, but with technol- 
ogy becoming more standardized 
in the industry the company’s 
early lead may soon pass over to 
one of the industry’s major units. 
A further dark cloud may be the 
recent development by Raytheon 
of a new and smaller replacement 
for the vacuum tube—the afore- 
mentioned “spacistor’’, Despite its 
excellent growth to date, and an 
alert, far-seeing management, a 
period of readjustment may be 
ahead, placing further in the fu- 
ture the possible initiation of 
dividends. 

Raytheon, on the other hand, 
seems to be thriving since ridding 
itself of its radio and television 
lines. Steady military volume and 
growing industrial acceptance of 
its products has raised backlog to 
$250 million, and sales may well 
approximate that figure in the 
current year. A change in fiscal 
year makes direct comparisons 
impossible, but the elimination of 
unprofitable lines should lead to 
earnings of $1.50 or more in 1957. 


THE MAGAZINE 


With its healthy cash position, the 
resumption of dividends may be 


possible. 
Electrical Equipment 


In the electrical field, more 
established producers rule the 
roost, although a few newcomers 
are making important headway. 
Heavy electrical equipment has 
been in strong demand as utility 
expansion continues at record 
levels, and should remain buoyan 
for some time ahead. 

GE, Westinghouse and Allis 
Chalmers dominate the generating 
equipment field, but there is ample 
room in the industry for the man) 
producers of smail generators 
switchgear, specialized transform 
ers and electric motors. Allis 
Chalmers is covered more fully ir 
the Farm Equipments. 

Federal Pacific Electric, a relative 
newcomer to the industry, has 
quickly established itself as an 
aggressor transformer, switch- 
gear and other power transmis- 
sion and control equipment pro- 
ducer. 

Among the electrical controls 
manufacturers, Cutler-Hammer and 
Square D continue to perform wel! 
in the market. While Cutler-Ham- 
mer’s sales and earnings dipped in 
the first quarter of this year, full 
year results, reflecting continued 
heavy industrial expansion ex- 
penditures, should score moderate 
gains over 1956. 

Square D’s sales rose slightly in 
the first quarter despite a two 
week strike, and should advance 
further as the year progresses. 
The recently established 25¢ quar- 
terly dividend on the 3 for 1 split 
shares will be well covered, indi- 
cating additional extras later in 
the year, 

Robertshaw-Fulton Controls, long 
a market stepchild seems to be 
coming into its own now. The 
company is the leading manufac- 
turer of thermostatic controls 
used in home equipment and a 
erowing factor in the electrical 
and electronics fields. 

In the first 1957 quarter, an 8% 
sales advance was translated into 
an almost 50% earnings gain, 
and may portend better things 
to come. Full year earnings will 
probably exceed the $2.82 per 
share earned in 1956, well secur- 
ing the $1.50 annual dividend. 


(Please turn to page 624) 
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Mixed Prospects for 
Electronic and TV Producers 





(Continued from page 622) 
Electric Products 


For the makers of appliances, 
1957 will be a mixed but generally 
unsatisfactory year. The con- 
tinued downtrend in new housing 
starts will limit sales of new home 
equipment, while replacement de- 
mand will be held in check by 
smaller percentage advances in 
consumer take-home pay. Basic- 
ally the same factors affect all the 
appliance makers, placing them all 
in essentially the same boat. Mak- 
ers of washers, dryers, stoves and 
other home-use heavy appliances 
are operating well below capacity 
as dealer pipelines remain heavily 
stocked with inventories. Further- 
more, the possibilities of offset- 
ting cost increases is extremely 
difficult when capacity operations 
are down, placing additional pres- 
sure on profit margins. 

An exception is Whirlpool Cor- 
poration, one of the largest of the 
appliance manufacturers. It has 
been able to maintain consistently 
steady, if unsensational results by 
virtue of its affiliation with Sears- 
Roebuck. 

In 1955 RCA gained a 20% 
stock interest in the company by 
exchanging its stove and air con- 
ditioning facilities for the com- 
pany’s stock. As part of the trans- 
action, Whirlpool reserved the 
right to continue turning out 
equipment under the RCA label. 
Thus with a strong outlet and an 
equally strong brand-name, sales 
have been well maintained. 

In 1956 they forged ahead by 
almost 30°, but net income, after 
74¢ in non-recurring expenses re- 
ceded to $2.25 from $2.70 per 
share a year earlier. 

Reflecting its strong position, 
sales should advance further in 
1957 and the 35¢ quarterly divi- 
dend be maintained. 

Maytag Co., one of the best es- 
tablished washing machine pro- 
ducers has performed more in line 
with the general industry trend. 
Sales have lagged so far this year 
and are expected to fall farther 
behind as the year progresses. 
Earnings in the first quarter 
dropped to 97¢ per share from 
$1.29 in the initial quarter of last 
year. Full year results should be 
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adequate to sustain the usual 50¢ 
quarterly dividend, but last year’s 
extras may have to fall by the 
wayside. 

Sunbeam, however, has been 
consistently successful in main- 
taining the dominance of its prod- 
uct lines despite its refusal to 
break its fair-trade stand. It has 
established itself as one of the out- 
standing merchandising organiza- 
tions in its industry. 

In the year that ended March 
31, 1957 sales moved ahead almost 
14% to just under $122 million, 
while earnings continued their 
steady year to year improve- 
ment. Per share net equalled 
$3.75 against $3.33 a year earlier. 
Higher costs will try the com- 
pany’s abilities in the 1957-58 
year but further sales advances 
should lead to a continuation of 
the upward earnings trend. Divi- 
dends have been raised to 35¢ 
quarterly from 30¢ and should be 
well maintained. Similarly the 25¢ 
year-end extra seems assured. 


Motor Producers 


The electrical motor field is 
more fortunately situated than 
the appliance manufacturers, Al- 
though motors for appliances are 
a major part of the industry’s 
business, there is a steady and 
growing military and industrial 
demand for motors, offsetting the 
declining) appliance market. 

Emerson Electric as a dominant 
member of the group has been ex- 
periencing an active demand for 
its small motors and a rapidly 
growing increase in military or- 
ders for its budding electronic 
and avionics operations. Although 
operations tend to wide cyclical 
swings, the continued high level 
of military expenditures and in- 
dustry’s rapid expansion, have 
combined to stimulate Emerson’s 
sales and earnings. Sales in the 
year ending last September were 
$56.5 million and are expected to 
cross the $70 million mark this 
year. Earnings rose sharply from 
$1.86 per share in 1955 to $3.47 
last year. 

In the current year sales have 
continued their upward swing, 
and earnings, after a weak first 
quarter scored a sharp advance in 
the second. For the full year, close 
to $4.00 per share is expected. 
Dividends, recently raised to 40¢ 
quarterly appear secure, and may 
be augmented if the current year 
ends up as well as expected. —END 





Deep Tides Below the Ripple; 


and Eddies in Today’s 
Investment Market 





(Continued from page 585) 


their earnings. They must, in the 
first place, deliver half of them 
to the Government. In the second 
place, they must pay substantia! 
dividends, if they are at all inter- 
ested in maintaining the present 
high levels of stock price (in other 
words, if they are to keep satisfied 
a group of stockholders who paid 
a high price for their securities). 


In fact, perhaps we have an ex-§ 


planation of the rapid growth 
of the stock dividend as a regu- 
lar or extra payment to sharehold- 
ers. And companies must retain 
enough to finance a record load of 
capital outlays. They are subse- 
quently finding it necessary to ;:0 


into the bond market in increas- J 


ing volume. 


In a word, the 


closely tied to profits because the 


level of business is such that the | 


growth factor so strongly present 
in the post-war period from 1949 
to 1955 has lost its momentum. 
Thus, the realistic investor must 
put added weight on current and 
the near-term earnings and divi- 
dends prospects. 

It is well to remember that this 
becomes more and more important 


under conditions of high money | 


rates, since, under conditions of 


tight money, profits are getting | 


harder and harder to earn. The 
purpose of tight money is to re- 
strain selling prices; it is now 
doing that in a large and rapidly 


growth number of industries. If | 


the ability to sell at such a profit- 
able price is undercut, so is the 
capacity to expand. And if prices, 
earnings and expansion plans are 
reduced, the structure of stoc} 
prices cannot be maintained. 
Furthermore, today’s econom) 
is a high leverage one. It should be 
noted that a 5“ reduction in sell 
ing prices, unaccompanied by an) 
changes in costs or physical vol 
ume, would bring a 30% decline 
in earnings. Such a decline in cor- 
porate earnings would cut dow: 
funds available for expansion o1 
dividends. A 20 to 30% decline in 
earnings is not uncommon in 
moderate cyclical recessions; in 
1949, one of the mildest recessions 
on record, the decline was over 
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20% . From the first to the fourth 
quarter of 1953, the decline in 
earnings was just about 20% ; this 
too was a mild recession, by vir- 
tually all standards. 

These are the basic changes 
in the stock market environment 
which underlie the assertion, 
often made by the keenest observ- 
ers on Wall Street, that the securi- 
ties market is becoming increas- 
ing'y vulnerable. The same obser- 
vations underlie the obvious recent 
shift of market interest in the 
direction of hotly speculative spe- 
situations. Prospects for capi- 


cia 

tal sains among the blue chips and 
growth stocks have clearly faded; 
thev are no longer undervalued on 
earnings prospects. 

Vhat guides to investment pol- 
icy in the year ahead does all this 
ad: up to? In the first place, in- 
dividual securities as always dif- 
fer widely in quality, yield, and 


sel\sitivity. While the whole list 
m:vy now be more sensitive than it 
was even 6 months ago, selection 


prospects is now more important 
than ever. 

secondly, the term “growth 
stock” should now be _ looked 
straight in the eye to see the ex- 
tent of over-discounted prospects 
for a long time ahead—especially 
in the light of the uncertainties in 
the business picture. 

\ realistic projection of busi- 
ness conditions is now a more re- 
liable forecaster than the gyra- 
tions of the stock market, and 
business conditions, in view of 
their impact on profits are now a 
fundamental determinant of earn- 
ings-dividend prospects for the 
individual companies. 

At this time, too, a technical 
factor of importance in security 
prices is the monetary policy the 
Federal Reserve and the Treasury 
are now pursuing. This is well 
worth watching for future devel- 
opments in view of the efforts that 
are being made to change this 
policy. 

And, we believe you will find 
our Business Analyst and Market 
Outlook to be highly reliable fort- 
nightly guides to business outlook 
and developing security trends. 

—END 
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fo us from behind the Iron Cur- 
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tain indicate, unerringly, that 
Mao Tse-tung’s eight year rule in 
mainland China is in _ serious 
trouble. Perhaps it is too early 
to forecast a collapse. But there 
are elements in Mao’s present sit- 
uation which could easily result in 
his early downfall. 

Red China’s food program has 
failed dismally under the twin 
impact of farmer resistance to 
collectivization, and the tragic 
floods which wiped out so much 
of China’s productive land last 
year. The Chinese people are hun- 
gry. Their Communist masters 
have tried all their tricks, but still 
they cannot assure them enough 
food. Since the whole Chinese 
economy is based upon agricul- 
ture, this means that Red China 
now has no surplus food to offer 
in trade to Russia and the other 
Iron Curtain countries. Without 
food exports to offer in exchange 
for machinery and capital goods, 
the ambitious Red Chinese ‘Five 
Year Plan’ is grinding to a stop. 

Such a situation has all the in- 
gredients of a social upheaval. 
The Communist promises, which 
sounded so seductive in 1948 and 
1949, have now all failed. The 
more abundant life hasn’t come. 
In consequence, large social groups 
in Red China which formerly 
went along with the Communists 
—the farmers, the students, even 
sections of the army—are begin- 
ning to grumble and remain 
obedient only out of fear of the 
political police. Such new defec- 
tions can rather quickly result in 
serious danger for Mao Tse-tung. 

It was in a panicky effort to 
avert this rising discontent that 


Mao delivered his astounding 
‘Hundred Flowers’ speech last 
February, in which he _ invited 


criticism. Of course, his invitation 
proved to be a trap, and those who 
criticized were quickly silenced or 
frightened into recanting. But by 
delivering this speech in February, 
the hard-pressed Mao was able to 
purchase some needed time to cope 
with the rising popular disaffec- 
tion. 

Such is the situation in Red 
China. What do such develop- 
ments mean to Western states- 
manship? 

The only logical answer, to this 
question, I believe, is that Mao’s 
troubles present a long-awaited 
opportunity to the Free World. 
It is the opportunity to hasten 
Mao’s collapse. The Red Chinese 
economy, already trembling, will 
certainly collapse if no aid comes 


to mainland China from the out- 
side world. And a collapsing Com- 
munist economy means the death 
knell of Communism in China. 

It is a moment in which the 
Free World should stand together 
unitedly to enforce the strictest 
kind of embargo upon Free World 
imports into the mainland. It is a 
moment in which Western states- 
men should clearly recognize that 
every commodity which the West 
sells to Red China at this time 
simply props up the collapsing 
Red China regime and postpones 
the date when the Chinese people 
can overthrow it. Does the West 
want to do this senseless thing? 
Certainly, Washington is awake to 
the folly of a ‘trade with Mao’ 
policy. But in Great Britain and 
in the continental countries, there 
is no such awareness. They are 
ready to trade with Red China in 
everything except outright weap- 
ons of war. They have left the 
United States alone in the main- 
tenance of the embargo. The 
breach which Britain has made 
in the trade dam is wide enough 
to permit the actual saving of 
Mao’s now tottering regime. 

What can we say of such short- 
sighted statesmanship? What can 
the millions of Free Chinese, who 
have been fighting the battle, at 
risk of life and liberty, say about 
such a cynical disregard of their 
hopes for China’s resurrection? 
What incentive is left to anti- 
Communist Chinese to continue to 
resist, when the Free World so 
illogically proposes to bolster up 
the Red Chinese economy ? 

History provides few oppor- 
tunities to a defeated cause to 
come back from defeat and to re- 
gain its ascendancy. Such a mirac- 
ulous opportunity is being pre- 
sented to the Free Chinese today 
through the crumbling of Mao’s 
authority. But that opportunity 
wil] be tossed away if the Western 
nations, through trade, rescue 
Mao Tse-tung from his dilemmas. 
We of the Revublic of China can- 
not believe that the Free World 
will be so myopic as to make that 
mistake. 

Whatever happens, Taiwan will 
continue to resist Communism to 
the end. We have unauestioning 
faith in our ultimate victory. But 
the West can make our strugele 
much easier, if it will stop the 
profitless attempt to appease Com- 
munism. A good place to begin is 
to reconsider the ill-advised em- 
bargo decision. —END 
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From A Grain of Sand 





(Continued from Page 579) 


The announcement of Pyro- 
ceram carried with it a pictorial 
explanation hinting what the new 
material could do. It could be 
used for the nose of a rocket-pro- 
pelled guided missile, for ex- 
ample. It could withstand heats 
which beat steel and melted cop- 
list of 


per, suggesting a long ! 
high--temperature applications. 
It is rated harder than fused 


silica, stainless steel, cast iron or 
titanium. It is rated 27 times 
harder than plate glass. When 
tested with acids and alkalis, it 
remains chemically stable. It 
posseses excellent dielectric prop- 
erties (as an insulator), and it 
can withstand rapid changes in 
temperature. 

















AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Manufacturers of Ceramic 
Wall and Floor Tile 
















































COMMON STOCK DIVIDENDS 
Declared July 24, 1957 


Cash: 15¢ per share 
Payable August 30, 1957 
Record Date August 16, 1957 
Stock: 4% 
Payable December 16, 1957 
Record Date November 15, 1957 


























THE TEXAS COMPANY 
220th 


Consecutive Dividend 








A regular quarterly dividend of 
fifty cents (50¢) per share on 
the Capital Stock of the Company 
has been declared this day, pay- 
able on September 10, 1957, to 
stockholders of record at the close 
of business on August 9, 1957. 
The stock transfer books will re- 
main open. 
S. T. CrossLanp 

Vice President & Treasurer 

July 26, 1957 











There are still many problems 
to be overcome. The price of Py- 
roceram may remain high for a 
while, but ultimately, it may be 
priced competitively with steel, 
aluminum, various key alloys and 
even certain types of concrete 
and plastics. If Pyroceram were 
to sell at a price which was com- 
petitive with stainless steel, and 
if its production were equal to 
no more than a fraction of cur- 
rent steel output, one might es- 
timate sales of over $16 billion. 
If Corning were to produce the 
material in large volume, and 
if Corning’s ordinarily excellent 
profit margins were also to apply 
tc Fyroceram, a very substantial 
profit would be the result. Even- 
tually other manufacturers may 
obtain rights to produce Pyro- 
ceram, and such a competitive 
market might bring about even 
brighter horizons for this wonder 
product, all of which is predi- 
cated on the grain of sand. 

—END 





Can United States Exports 
Be Sustained for Balance 
of Year and 1958? 





(Continued from page 582) 


required to construct 
plants. 

By investing abroad, Ameri- 
can business is conducting its 
own foreign aid program. This, 
of course, reduces the strain on 
the United States Treasury and 
may eventually take care of a 
good share of this country’s un- 
written obligation to assist finan- 
cially, the underdeveloped nations 
of the world. The $20 billion of 
direct investment abroad by 
American companies turns out 
$40 billion worth of products an- 
nually and accounts for 30% of 
the exports of foreign countries, 
with the advantage to the U. S. 
that it raises incomes, living 
standards and demand for more 
and better American exports. 

Today the growth potential for 
most consumer goods is greater 
abroad than in the United States. 
This means competition will be 
strong. For instance, in England 
only 1.4 million British homes, 
or 10%, contain refrigerators al- 
though 14 million are wired for 
electricity. In America the com- 
parable percentage of refrigera- 
tor owners is 94%. There are 


overseas 
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only 14 million automobile 
owned by the 180 million inhabj 
tants on the continent of Europ, 
compared with 54 million her 
used by 168 million people. ' 

However, once in operation, hy) 
reducing costs and expanding) 
productivity, as the common mar. 
ket of 160 million customer) 
hopes to accomplish, America; 
companies will be able to shar 
in this development, since Euro 
peans like our products and hay 
the money to buy them. However 
it will be a long process which 
perhaps will take a number oj 
years to achieve. 

On the other hand, Unie 
States exports to Europe sho.l 
register a 3% rise in 1958 as ig. 
gressive American firms rush t 
get an early start in building new) 
plants for distributing sites with. 
in the Common Market area. & 
far this year greatest percent: x 
gain is taking place in exports t 
Asia, which are up 79%. Wester: 
Europe is buying 50° more and 
Latin America, 18%. Besides p2t- 
roleum, cotton, grains and ccal, 
greatest improvement is in iro! 
and steel products, machine’y, 
non-ferrous metals, chemicals a 1d 
inedible oils and oilseeds. Next’ 
year most of the increase will be 
in shipments to Latin America, 
although exports of machinery 
and capital equipment to Europe 
will be heavy. 

Preliminary estimates indicate 
that more than $27 billion will be 
available to foreign nations in 
1958 for purchases of American 
goods and balance of payments 
requirements. This compares with 
a figure of $26.5 billion in 1957. 
Commercial imports by the 
United States will provide $13 
billion of this amount. Foreign 
investment of $3 billion and $5.2 
billion of such “invisible pay- 
ments” as transportation, travel 
and miscellaneous services add 
another $8.2 billion. The re- 
mainder will come from economic 
and military aid, private trans- 
fers and income paid to foreign- 
ers on investments in this coun- 
try. —END 








For Profit and Income 





(Continued from page 603) 


bide, Minnesota Mining & Mfg., 
Dow Chemical, Phillips Petro- 
leum, American Cyanamid, Pfizer, 
American Home Products an¢ 
Schering, among others. —END | 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


/ 

Won investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality .. . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor. 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given. 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest. 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes. considerably reducing the net cost 
to you.) 


Arnual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee ...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of nearly fifty years of service. 
g y feyly : 
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How cutouts from steel 
couls cut down car costs 


No matter how your new Car Is styled, 





steel in continuous lengths means a saving 


CLOTHES and cars. Milady chic 
and_style-conscious knows’ what 
she wants in both, although it’s likely 
that she neither knows nor cares how 
the parts of steel that add up to the 
car she now drives are processed. 

But whether she knows it or not, 
today’s manufacturing techniques play 
an important part in making possible, 
economically, the advanced styling 
concepts that the ladies have really 
taken to. And one of the most impor- 
tant advances in modern automobile 
production is this: 

Separate parts of the whole—roof, 
hood, doors, side and deck panels, 
fenders and so on—are blanked out of 
the finest quality steel from coils 
and not, as was once the case, from 
sheets. Result: an appreciable saving 
in manufacturing time and costs which 
means more for your money in the 
cars you buy. 


Greatly Curtails Waste 


It’s a saving that’s almost primer-like 
in its simplicity. For example, take 
the cutout pattern of a hood blanked 
from steel. Its angled shape is such 
that by alternately reversing the 
pattern, the hoods can be cut out 
of a continuous length, or coil, of steel. 

Hoods can be blanked out side by 
side from the full length of the coil, 
with no waste other than a fragment 
of steel at each end. But when hoods 


or other odd-shaped parts or panels 
are blanked out of steel in sheets, a 
great many sheets must be used in- 
stead of a single coil. And each sheet 
loses its two end fragments as scrap 
waste. (Steel in coils is obtainable in 
lengths of thousands of feet; the 
maximum practical length of steel in 
sheets is about eighteen feet.) 


Strength, Ductility **Musts”’ 


After the pieces are blanked out of the 
coils, they are fed into stamping 
presses for the proper curvature and 
formation of the separate parts. Every 
step of the fabricating of automobile 
parts takes strong and ductile steel, for 
it must work properly to the limits of 
the forming dies. And for long die life, 
it must also be uniform. 

The pressures and stresses of deep 
drawing operations demand careful 
processing and control if the steel is to 
flow true to form. A well prepared sur- 
face is required, too, for the best 
paint adhesion and appearance. 


National’s Role 


National Steel—particularly through 
its Great Lakes Steel Corporation in 
Detroit—is a major supplier of the 


NATIONAL STEEL 


GRANT BUILDING 





steels used in manufacturing the beau 
tiful automobiles that Milady, a 
everyone in her family, looks forws 
to with eager anticipation each year, 
With ideal facilities for making 
wide sheets, Great Lakes can deliver 
coils of the maximum weight that c: 
be readily handled by present trans 
portation facilities. This means exten 
sive savings to its customers through 
continuous processes, production effi 
ciencies and reduced scrap losses. 
Through the skilled engineering 
and manufacturing of the automobile 
industry, this nation each year enjoys 
safer, stronger, more economical cars 
Our constant goal—through research 
and cooperation with the automobile 
industry—is to make better and bet 
ter steel for still greater safety. 
strength and economy in the cars 
and trucks of today and tomorrow 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation « 
Hanna Iron Ore Company ¢ National Steel 
Products Company « The Hanna Furnace 
Corporation ¢ National Mines Corporation 








CORPORATION 


PITTSBURGH, PA. 
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